
JOINT APPENDIX TO BRIEFS 

of 

APPELLANTS AND APPELLEES 


United States Court of Appeals 

for the 

District of Columbia Circuit 


E. Stanley Dollar, Dollar Steamship Line, 
The Eobebt Dollar Co., et aL, Appellants, 


Emory S. Land, Edward Mac4tjley, John M. 
Carmody, et al., j Appellees. 


In Five Volumes 
VOLUME II 
(Pages 483 to 1008) 


Gregor^ A. Harrison 
Moses Lasky 

111 Sutter Street, San Francisco 4, Calif. 
CuntoN M. Hester 
MichaeL M. Kearney 

Shoreh&m Building, Was hin gton, D. C. 

Attorneys for Appellants. 

H. G. ^orison 

Assistant Attorney General 
Washington, D. C. 

George Morris Pay 

United States Attorney for the 
District of Columbia, 

Washington, D. C. 

Attorneys for Appellees. 


United States Court of Appeals 

For the 

O/Strtr* n* Co/ttmbfc Circuit 




JOINT APPENDIX TO BRIEFS 

of 

APPELLANTS AND APPELLEES 


United States Court of Appeals 

for the 

District of Columbia Circuit 


R. Stanley Dollar, Dollar Steamship Line, 
The Robert Dollab Co., et al., Appellants , 

vs. 

Emoby S. Land, Edward Macauley, John M. 
Cabmody, et al., Appellees. 


No. 

10,299 


Appeal from a Judgment of the United States District Court 
for the District of Columbia 


(In Five Volumes) 

VOLUME II 

(Pages 483 to 1008) 


Gregory A. Harrison 
Moses Lasky 

111 Sutter Street, San Francisco 4, Calif. 
Clinton M. Hester 
Michael M. Kearney 

Shorehazn Building, Washington, D. C. 

Attorneys for Appellants. 

H. G. Morison 

Assistant Attorney General 
Washington, D. C. 

George Morris Fay 

United States Attorney for the 
District of Columbia, 

Washington, D. C. 

Attorneys for Appellees. 







v $. Emory S . Land, et al 


483 


* * * * * 

Mr. Harrison: 

I think it hardly necessary to read this letter, 
may it please the Court, other than to indicate that 
a perusal of the letter together with the attach¬ 
ments will show’ that this letter constitutes an 
acceptance of the plan of reorganization known 
theretofore and now as the Dunne-Radner plan 
of reorganization already approved by the Commis¬ 
sion on August 26, 1937, and that all that [253] 
remained after this letter had been sent and re¬ 
ceived was to proceed with the execution of the 
contract and plan of reorganization. 

We next offer in evidence Document marked 
3-F-4 in the stipulation, being the Maritime Com¬ 
mission Minutes of September 23, 1937. 

The Deputy Clerk: Plaintiffs' Exhibit No. 32. 

(The Maritime Commission Minutes, dated 
September 23, 1937 referred to as 3-F-4 was 
accordingly marked and received in evidence 
as Plaintiffs' Exhibit No. 32.) 


[Plaintiffs' Exhibit 32 reads in part as fol¬ 
lows :] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

September 23, 1937 

• * * • * 

At the direction of Chairman Kennedy, members 
of the Finance and Legal Divisions explained to 
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the Commission that certain legal complications 
(with particular reference to tax clearance and se¬ 
curing of the blanket mortgage on all Dollar ves¬ 
sels) had arisen since Commission approval of the 
proposed plan of reorganization for the Dollar 
Steamship Lines Inc., Ltd., on August 26, which 
precluded completion of the merger within a rea¬ 
sonable time. As further delay would jeopardize 
the current financial position of the company, it 
was suggested that the situation be relieved by 
independent settlement of the Admiral Oriental 
Line mail contract, and that the procedure out¬ 
lined in the following memorandum be adopted 
with respect to the Dollar Steamship Line: 

“September 23, 1937 

“To: The Commission 

From: F. B. Goertner, Attorney 

Subject: Dollar Subsidy Agreements 

“Due to certain legal complications, the most 
important of which are (1) the necessity of getting 
tax clearance from the Bureau of Internal Revenue, 
and (2) the inability of securing a blanket mort¬ 
gage which will include the Admiral Oriental ships, 
it has proven impossible to carry out the program 
originally approved by the Commission within a 
period of less than 35 days. 

“During the last two weeks the ability of the 
Dollar Company to continue to operate without a 
subsidy has become dubious. In particular the Amer¬ 
ican Mail Line, while not in any difficulties on its 
own account, will need nevertheless practically all 
of the mail pay coming to it and will not be in a 
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position to loan temporarily any substantial part 
of it to the Dollar Company. 

“Under the circumstances, the following plan of 
action is proposed by the Finance Division and 
meets with no legal objections on the part of the 
Legal Division, if the Commission wishes to adopt 
the same. 

“1. American Mail Line to receive promptly an 
operating subsidy upon settlement of claims involv¬ 
ing mutual releases of all claims both ways. The 
subsidy to be for six months, but by its terms revoc¬ 
able in the discretion of the Commission. The reason 
for this provision is that the Commission may not 
wish to continue the Admiral Oriental Line subsidy 
unless the merger can be accomplished within a 
reasonable time. 

“2. The following steps with relation to the Dol¬ 
lar Line to be taken promptly: 

(a) Settlement of all claims on basis of mutual 
releases. 

(b) Grant subsidy upon accomplishment of the 
following: 

(1) Complete subordination of all inter-com¬ 
pany debt. 

(2) Complete subordination of $562,000 trade 
debt. 

(3) Extension of $2,500,000 bank debt, and com¬ 
plete subordination of $300,000. 

(4) Blanket mortgage on all vessels presently 
mortgaged to the Commission, plus the Fillmore 
and Johnson. 

(5) Robert Dollar Company guarantee indebt¬ 
edness to the Commission and guarantee to be 
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secured by the collateral which under the original 
plan was to secure the million dollar note from 
the Robert Dollar Company to the merged com¬ 
pany. Liability under the guarantee to be $1,000,- 
000 . 

(c) In consideration of the inclusion of the Fill¬ 
more and Johnson in the collateral and the secured 
guarantee release $600,000 mail pay. 

*‘3. The following steps to be taken within sixty 
days: 

(a) Program of merger as set forth in the origi¬ 
nal proposal (with the exception of the substitution 
of a secured guarantee from Robert Dollar Com¬ 
pany for the stock subscription note) to be carried 
out. 

(b) Blanket mortgage which will include Ameri¬ 
can Mail Line fleet. 

“4. If the merger is not effected, all subsidy 
arrangements with Dollar to cease, all standbys and 
extensions to be terminated and the parties will be 
left in the original position, except that the secured 
guarantee and the mortgage on the Fillmore and 
Johnson will continue in full force and effect. If 
the merger is effected, then the subsidy agreements 
will be allowed to run for the full term, the inter¬ 
company debts standing by will be eliminated and 
the $562,000 trade debt and $300,000 bank debt will 
become subject to conversion into stock at the re¬ 
quest of the Commission. The secured guarantee 
will be released upon injection by the Robert Dollar 
Company into the merged company of $1,000,000 
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in cash or other assets satisfactory to the Commis¬ 
sion. 

/s/ FRANCIS B. GOERTNER, 

F. B. Goertner, 

Attorney.” 

The General Counsel stated that the Commission 
could properly release mail pay to the Admiral 
Oriental Line, as payment of this company’s mort¬ 
gage indebtedness was current, but that the mail 
pay of the Dollar Steamship Line had been with¬ 
held because of default on mortgage payments and 
that the Commission had a legal right of set-off 
to this amount, which would be waived upon exten¬ 
sion of the mortgage indebtedness. As protection 
to the Commission in this event, it was explained 
that the Robert Dollar Company would guarantee 
the indebtedness of the Dollar Steamship Line to 
the extent of One Million Dollars, this guarantee 
to be secured by the collateral, which under the 
plan approved August 26 was to secure the note 
of this amount from the Robert Dollar Company to 
the Consolidated Company. Jay Dunne, Special 
Financial Expert, gave the opinion that the col¬ 
lateral pledged, viz., 90% of Dollar holdings in the 
stock of the Globe Wireless Co., 100% of Dollar 
holdings in the stock of Heinz & Kaufman, Ltd., 
Eugene Lumber Company, and one-half of the un¬ 
divided interest in the Robert Dollar Building, San 
Francisco, amply covered the liability under the 
guarantee. As a further protection to the Commis¬ 
sion in the event the merger fell through after ex¬ 
tension of the mortgage indebtedness and partial 
release of mail pay ($600,000.00), it was agreed that 
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the vessels President Fillmore and President John¬ 
son be added to the collateral behind the irrevocable 
guarantee. 

At this point Paul Page, Jr., outlined to the 
Commission claims asserted by the Admiral Oriental 
Line to the Dollar Steamship Line on Routes 25, 26, 
and 27, respectively, and the counter claims of the 
Government, and stated that a mutual release would 
be a very satisfactory settlement from the point of 
view of the Commission. He gave the opinion that 
the Commission's claims were of dubious value, 
whereas some of the contractor's claims would have 
a fighting chance in Court. 

The position of the Commission, if it adopted the 
action suggested by the Finance and Legal Divi¬ 
sions, would be substantially as follows: claims aris¬ 
ing under the ocean mail contracts would be wiped 
out by mutual release; mail pay of the Admiral 
Oriental Line would be released and operating sub¬ 
sidy provided for this service; $600,000 of the Dollar 
Steamship Line mail pay would be released on the 
secured guarantee of the Robert Dollar Company 
to the extent of $1,000,000 and inclusion of the 
President Fillmore and President Johnson. The 
$14,000,000 mortgages held by the Commission would 
be extended and covered by blanket mortgage, in¬ 
cluding the President Fillmore and President John¬ 
son. upon subordination of inter-company trade and 
bank debts and completion of other actions pre¬ 
scribed in minutes of August 25. 

The General Counsel presented the following 
memorandum to the Commission in re Admiral 
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Oriental Line and American Mail lane, Ltd., 
F.O.M., Route 26: 

• * * * * 

Thereupon, by “yea” vote of Chairman Kennedy 
and Commissioners Land, Wiley, and Woodward 
(Commissioner Moran not voting), the Commission 
adopted the following resolution authorizing settle¬ 
ment of the ocean mail contract on Route 26 held by 
the Admiral Oriental Line and American Mail Line, 
Ltd.: 


• * * * * 

Mr. Harrison: We now ask that you turn to [261] 
page 30, Article 2, paragraph “P,” subdivisions 17 
and 18 reading as follows: 

“The Document 2-P-26 is a true copy of a letter 
of September 27, 1937 from said Truitt, General 
Counsel of the Maritime Commission, to Dollar of 
Delaware, together with attachments.” 

At this time I will offer in evidence the document 
referred to. 

The Deputy Clerk: Plaintiffs' Exhibit No. 33. 

(The Letter dated September 27, 1937 [262] 
referred to as Document 2-P-26 was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs' Exhibit No. 33.) 
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[Plaintiffs' Exhibit No. 33 reads in part as 
follows: 

United States Maritime Commission 
Washington 

September 27, 1937. 
Dollar Steamship Lines, Inc., Ltd., 

Robert Dollar Building, 

San Francisco, California. 

Gentlemen: 

There are enclosed herewith for execution three 
originals of the Settlement Agreement covering the 
foreign ocean mail contracts on Routes No. 25 and 
No. 27, together with a form of certificate to be 
prepared and signed by the Secretaries of Dollar 
Steamship Line and Dollar Steamship Lines, Inc., 
Ltd. You will note that the certificate contains a 
form of resolution for adoption by the Board of 
Directors for each Corporation in connection with 
the execution and delivery of the Agreement. 

There is also enclosed a form of letter opinion 
to be signed by the Counsel for the Corporations 
after the Settlement Agreement has been approved 
and executed. The certificate and opinion should 
be executed in duplicate originals and mailed to 
the Commission together with the executed counter¬ 
parts of the Settlement Agreement. 

Very truly yours, 

/s/ MAX O’RELL TRUITT, 

Max O’Rell Truitt, 

General Counsel. 


Enclosures: 5. 
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Mr. Harrison: Before explaining the relevancy of 
that, the next one being quite similar, may I proceed 
to offer the next one ? 

# * * * * 

Mr. Harrison: I have only read 17 at the moment. 
I was about to read 18. 

The Court: Plaintiffs’ Exhibit 33 relates to 17. 
Mr. Harrison: “Document 2-P-27 is a true copy 
of a letter from said Truitt, General Counsel of the 
Maritime Commission, to Dollar of Delaware, to¬ 
gether with attachments, received on September 28, 
1937.” 

We ask that that now be admitted in evidence. 
The Deputy Clerk: Exhibit 34. 

(The letter dated September 28,1937 referred 
to as Document 2-P-27 was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 34.) 
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[Plaintiffs’ Exhibit 34 reads in part as fol¬ 
lows :] 

United States Maritime Commission 
Washington 

Dollar Steamship Lines, Inc., Ltd., 

311 California Street, 

San Francisco, California. 

Attention: Mr. R. Stanley Dollar 
Re: Operating-Differential Subsidy 
Agreement 

Gentlemen: 

There are enclosed herewith two copies of a draft 
of a proposed operating-differential subsidy agree¬ 
ment for Dollar Steamship Lines, Inc., Ltd. Copies 
have today been delivered to Messrs. Frank and 
Hopkins. Additional copies, forms for supporting 
documents, and instructions as to preparation and 
delivery will be forwarded to you tomorrow. 

Documents concerning settlement of claims inci¬ 
dent to the mail contracts are being forwarded 
under separate cover. 

Very truly yours, 

/s/ MAX O’RELL TRUITT, 

Max O’Rell Truitt, 

General Counsel. 


Enclosures. 
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Mr. Harrison: The purpose of this exhibit and 
several others which we will take in a few minutes, 
may it please the Court, is to show that as of the 
dates of these letters, let’s say, late in September, as 
late as the 27th of September the settlement agree¬ 
ment contemplated by the plan of reorganiza- [263] 
tion and the draft of the United States Maritime 
Commission operating differential subsidy agree¬ 
ment, were on their way for execution by the repre¬ 
sentatives of the Dollar Line. 

Mr. Hopkins, will you take the stand? 

Whereupon 

J. D. HOPKINS 

called as a witness on behalf of the plaintiffs, being 
first duly sworn, was examined and testified as fol¬ 
lows: 

Direct Examination 

By Mr. Harrison: 

Q. Will you state vour name please? 

A. J. D. Hopkins. 

Q. Where do you reside? A. 4609 Lang- 
drum Lane, Chevy Chase 15, Maryland. 

Q. What is your occupation? A. I am 

Vice President of the Robert Dollar Company. 

Q. What was your occupation in October of 1937 ? 

A. I was General Agent representing the Dollar 
Steamship Line in Washington, D.C. 

Q. Mr. Hopkins, I present you with what pur¬ 
ports to be an airmail letter addressed to Mr. R. Stan¬ 
ley Dollar, dated October 2, 1937, signed J. D. Hop¬ 
kins, and I will ask you if you recognize the docu¬ 
ment A. I do. [264] 
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Q. Did you prepare that letter? A. I did. 

Q. When? A. Under date of October 2, 
1937. 

Q. And did you forward that letter to Mr. R. 
Stanley Dollar in San Francisco by airmail on that 
date ? A. That is correct. 

Q. At the time you did so, will you state whether 
there were any enclosures? A. There were. 

Q. Will you examine the attachments to that let¬ 
ter and state whether those are the enclosures that 
were with the letter -when you mailed it? 

A. That is true. 

Q. Where did you get those enclosures? 

A. Those enclosures were obtained by me from 
Mr. Radner of the Maritime Commission. 

Q. He was one of the legal counsel of the Mari¬ 
time Commission ? A. He was one of the legal 
counsel of the Maritime Commission. 

Q. When did you procure them from him? 

A. On the date of October 2, 1937. 

Mr. Harrison: We offer the letter together with 
the enclosures in evidence and ask that it be [265] 
marked an exhibit for the plaintiffs. 

The Deputy Clerk: Plaintiffs’ Exhibit 35. 

(The letter dated October 2, 1937 referred to 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 35.) 
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[Plaintiffs’ Exhibit 35 reads in part as fol¬ 
lows :] 


Air Mail Letter 

Washington, D. C., 
October 2, 1937. 

AERO. 

Mr. R. Stanley Dollar, 

San Francisco Office. 

Dear Mr. Dollar: 

Attached, hereto, is copy of Blanket Preferred 
Mortgage, from which you will note that on Page 7 
is our extension in quarterly payments, together 
■with copy of extension of our indebtedness to the 
Government. 

We are also attaching copy of RDCO guarantee 
agreement covering release of $600,000 mail pay, 
etc. Page 2, Items 1 to 3 are subject to revision, 
and it is our purpose to suggest the substitution 
therefor of the following: 

“Page 2, Paragraph 2— 

Whereas the Robert Dollar Company, a Cali¬ 
fornia Corporation, hereinafter called the Guar¬ 
antor. 

1. Is now and until the consummation of said 
merger will continue to be a substantial stock¬ 
holder in Dollar Steamship Line, a California 
Corporation, which last named Corporation is in 
turn the majority stockholder of the shipowner; 

' and 
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2. After the consummation of the merger pro¬ 
ceedings hereinafter referred to, will be, a stock¬ 
holder to a substantial extent of shipowner. 

(Eliminate Items 1-3 as at present.) 77 

Also, on page 7, 7th line, 2nd paragraph, after 
the words “shipowners contribute 77 , add—“within 
30 days after demand therefor by the Commission 
at one time 77 . 

We are also attaching copy of standby agreement 
for the Intercompany Debts due the Dollar Steam¬ 
ship Lines Inc., Ltd. 

Also, enclosed is copy of modification of said 
standby to apply to the Estate of J. Harold Dollar. 

This standby agreement is to be used in form to 
the subordination of Intercompany Debts, standby 
creditors. 

Yours truly, 

/s/ J. D. HOPKINS. 

J. D. Hopkins. 

JDH/epr. 

Enel. 

• * * * • 


Mr. Siegel: May we look at that letter? We 
haven’t seen that letter yet. 

Mr. Harrison: While counsel is examining that, 
may it please the Court, we will state to the Court 
that the purpose of this offer is to show that as late 
as October 2 the Maritime Commission through its 
General Counsel was delivering to the representative 
of Dollar of Delaware documents including standby 
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agreement which was for the execution of creditors, 
the bank agreement, which was specifically for its 
execution in connection with the plan of reorganiza¬ 
tion. 

Mr. Siegel: No objection. 

By Mr. Harrison: 

Q. I show you a document dated October 5, 1937 
purporting to be an airmail letter addressed to R. 
Stanley Dollar by J. D. Hopkins. Have you seen that 
letter before ? A. I have, sir. 

Q. Did you prepare the letter? A. I did. 

Q. When? A. On the date of Octo- [266] 
ber 5. 1937. 

Q. What did you do with the letter? 

A.. Forwarded it to Mr. R. Stanley Dollar in the 
San Francisco office. 

Q. At the time you did so, was there any enclosure 
with that letter? A. There was. 

Q. I will ask you to examine the attachment as 
it appears before you and ask you if that is the enclos¬ 
ure that you refer to. A. That is correct. 

Q. Where did you procure that enclosure ? 

A. I procured that from Mr. Radner of the Mari¬ 
time Commission. 

Q. When? A. On October 5, 1937. 

Mr. Harrison: We offer the document in evidence 
as an exhibit for the plaintiffs. 

The Deputy Clerk: Exhibit 36. 

(The letter dated October 5, 1937 referred to 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 36.) 
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[Plaintiffs’ Exhibit 36 reads in part as fol¬ 
lows:] 

Air Mail Letter 

Received: Oct. 7, 1937 

RD . HML . 

RSD.JHD. 

ANS . 

Washington, D. C., 
October 5, 1937. 

AERO. 

Mr. R. Stanley Dollar, 

San Francisco Office. 

Dear Mr. Dollar: 

Enclosed is copy of Revised Guaranty Agreement, 
for your information. 

Yours truly, 

/s/ J. D. HOPKINS. 

J. D. Hopkins. 

JDH/epr. 

Enel. 


Mr. Harrison: We have no further questions of 
this witness. 

Mr. Siegel: May I see the letter, please. 

The Deputy Clerk: (Handing letter to Mr. Sie¬ 
gel) 

Mr. Siegel: We have no objection, Your [267] 
Honor. 
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The Court: You are excused, Mr. Hopkins. 

Mr. Siegel: We call attention to the fact that in 
the case of all these documents there is no showing 
that these documents were authorized or adopted by 
the Commission or were any more than drafts sub¬ 
mitted for the approval of the parties or that they 
were ever approved by the parties to which they 
were submitted. 

Mr. Harrison: We next offer in evidence on behalf 
of the plaintiffs, document 2-F-5 annexed to the 
stipulation, being the Minutes of the United States 
Maritime Commission for October 1, 1937. 

The Deputy Clerk: Plaintiffs’ E xhib it 37. 

(The Minutes dated October 1, 1937 referred 
to as Document. 2-F-5 was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 37.) 


[Plaintiffs’ Exhibit 37 reads in part as fol¬ 
lows :] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 
October 1, 1937. 

• * * * * 

At the direction of Chairman Kennedy, Jay 
Dunne, Special Financial Expert, reported the 
course of negotiations with the Dollar Steamship 
Lines Inc., Ltd., pursuant to Commission action of 
September 23, at which time the steps were out¬ 
lined which would be necessary for the Dollar in- 
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terests to follow in order to qualify for operating 
subsidy. He stated that in response to the Commis¬ 
sion's decision of September 23 to require that the 
President Johnson and President Fillmore be in¬ 
cluded in the collateral behind the Million Dollar 
irrevocable guarantee which could be collected if the 
merger failed, the Robert Dollar Company had 
requested that the liability under the irrevocable 
guarantee be limited to the extent of the mail pay 
released and that reasonable opportunity be given 
to reduce this liability through possible sale of the 
President Fillmore and President Johnson. Mr. 
Dunne gave the opinion that this was a reasonable 
request, made in good faith, the denial of which 
would probably terminate merger negotiations and 
eventually force the company into bankruptcy. 

He informed the Commission that estimates of 
vessel operations for the six months’ period com¬ 
mencing July 1 had been prepared and indicated 
a loss of One-Half to One Million, without allowing 
for depreciation and interest charges. Actual reve¬ 
nue figures for three months had been received and 
were somewhat lower than the estimates on account 
of the recent strikes and disruption of services in 
Asiatic waters. The company was therefore in a 
tight cash position, which was accentuated by the 
delay in working out details of the merger. 

The possibilities of maintaining services in bank¬ 
ruptcy were discussed and various conjectures were 
offered as to the probable speed of reorganization 
and the financial structure of the new company 
when it emerged. It was pointed out that the success 
of any reorganization proceedings would depend 
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in large measure on securing the cooperation of 
Mr. Dollar. Chairman Kennedy stated that the Com¬ 
mission would be subject to severe criticism if it 
released mail pay to a company in such a precarious 
financial position unless the exigencies of the situa¬ 
tion required the Commission to take this risk. In 
response to his further inquiry on the position of 
the Dollar Line service if the merger went through 
and the company received an operating-differential 
subsidy, Mr. Radner replied that it would be sev¬ 
eral years before the financial condition of the 
company was strengthened sufficiently by liquida¬ 
tion of slow assets, growth of earnings and possible 
elimination of certain routes to warrant any new 
construction. Commissioner Moran voiced his oppo¬ 
sition to granting any aid to the Dollar Line until 
the company was provided with substantial new 
capital. 

The problem of protecting the Commission in 
the event of the Dollar bankruptcy after partial 
release of mail pay was discussed. The General 
Counsel stated that the Robert Dollar Company 
guarantee would be sufficient even if that company 
likewise entered into bankruptcy, an event which 
was considered very unlikely. D. F. Houlihan, Direc¬ 
tor of Finance, stressed the difficulties attendant 
upon a 77-B reorganization and said that $600,000 
mail pay should be released. Chairman Kennedy 
stated that he doubted whether this amount would 
be adequate in view of the grave disturbances in 
the Far East and that the company might soon 
require further infusions of cash, as well as the 
remainder of its mail pay to keep from slipping into 
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bankruptcy. The General Counsel stated that the 
Commission would have no right to withhold mail 
pay after extending the mortgage indebtedness. It 
was then suggested by Mr. Goertner that the Com¬ 
mission apply some $430,000 of the mail pay to the 
mortgages held by the Commission and after exten¬ 
sion of the remaining notes release the $600,000 in 
mail pay, which suggestion was adopted by the 
Commission. Commissioner Moran dissented from 
this view. It was then pointed out that if the 
merger was completed in accordance with the pro¬ 
gram outlined on August 25, the company would 
have sufficiently strengthened its financial struc¬ 
ture by acquisition of new assets and extensions 
and standbys of its current debts to be eligible 
for operating subsidy. 

Chairman Kennedy then asked each member of 
the staff who had participated in the negotiations 
with the Dollar interests whether in their opinion 
the plan would be accepted by the Dollar Steamship 
Line. It was generally agreed that barring inter¬ 
ference from forces beyond the control of either 
party—strikes, war or action of other creditors of 
the company—the revised plan would be approved 
and that time to work out the details was the only 
obstacle to be overcome. 

Thereupon, Chairman Kennedy instructed these 
members of the Commission's staff to work out the 
details of the proposed reorganization with repre¬ 
sentatives of the Dollar Steamship Line upon assur¬ 
ances: (a) that Matson would subordinate its pres¬ 
ent claims against Dollar; (b) that the Robert Dol¬ 
lar Company would go through with the guarantee; 
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(c) that the bank would agree to stand by on $300,- 
000 of its debts and extend the balance at 3%% 
over fifteen years; (d) that the Robert Dollar Com¬ 
pany would carry out the trade whereby among 
other things the shipping assets of the Robert Dol¬ 
lar Company would be transferred to the operator; 
(e) that tax clearance be obtained from the Bureau 
of Internal Revenue. 


* * * * * 

Mr. Harrison: At that point we pass to stipula¬ 
tion article [271] 2, paragraph “P”, subdivision 23, 
on page 31 of the stipulation, and we read the fol¬ 
lowing paragraph 23 in evidence. 

“Document 2-P-32 is a true copy of a letter from 
H. M. Lorber to R. Stanley Dollar written on April 
16, 1938. Document 2-P-33, one of the attachments 
thereto, is a true copy of the balance sheet referred 
to therein, and Document 2-P-34, another attach¬ 
ment, is a true copy of the letter therein referred to 
from Joseph P. Kennedy, Chairman, United States 
Maritime Commission, to Mr. H. L. Morgenthau, 
Secretary of the Treasury. Said letter from Mr. Ken¬ 
nedy to Mr. Morgenthau was in fact written and sent 
to Mr. Morgenthau on October 1,1938.” 

It is that document — towit, document [272] 
2-P-34—that we now offer in evidence in behalf of 
the plaintiffs. 

The Deputy Clerk: 38. 
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(The letter dated October 1, 1937 refrered to 
as Document 2-P-34 was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 38) 


[Plaintiffs’ Exhibit 38 reads as follows:] 

Hon. H. L. Morgenthau 
Secretary of the Treasury 
Washington, D. C. 

Re: Financial Readjustment—Dollar Steamship 
Lines Inc., Ltd., and Affiliated Interests 

Sir: 

For the purpose of establishing a financial condi¬ 
tion of the Dollar Steamship Lines Inc., Ltd., a 
Delaware corporation (herein called the Operator) 
which would justify the granting of an operating- 
differential subsidy, pursuant to Title VI of the 
Merchant Marine Act, 1936, the Operator, after 
consultation with the Maritime Commission, has 
worked out a plan of reorganization and financial 
readjustment which tentatively is satisfactory to 
the Commission. The Commission is however seri¬ 
ously concerned about the possibilities of tax liabil¬ 
ity being incurred by the Operator, either directly 
or as transferee of other parties interested in the 
reorganization and arising out of the acts done 
thereunder. If, under the proposed plan, such tax 
liability should arise to any considerable extent, 
the ability of the Operator successfully to continue 
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in operation might be seriously hampered and the 
public purpose served by the Commission in giving 
the subsidy largely frustrated For this reason, the 
Commission believes it should have the confidential 
assurance of the Bureau of Internal Revenue that 
under the proposed plan of reorganization and 
financial readjustment the Operator will not incur 
substantial tax liability. 

The circumstances under which this advice is 
sought are analogous to those existing in the case 
of loans made by the Reconstruction Finance Cor¬ 
poration where, as a condition of the loan authoriza¬ 
tion, voluntary or judicial reorganization and other 
financial readjustments are required. In these situa¬ 
tions the Treasury Department has recognized the 
propriety of advising in confidence the interested 
governmental establishment. 

Parties to the Reorganization and 
Financial Readjustment 

At the present time the corporations whose status 
will be affected by the plan are as follows: 

GROUP A 

Dollar Steamship Lines Inc., Ltd., a Delaware 
corporation (the Operator) has two wholly owned 
subsidiaries which will not be affected by the plan, 
viz: Dollar Terminal Steamship Company, a Ne¬ 
vada corporation, and Dollar Wharf and Ware¬ 
house Company, a China Trade Act Corporation. 

GROUP B 

Dollar Steamship Line, a California corporation 
(herein called Dollar of California) is at present 
a holding company owning approximately 65 per- 
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cent interest in the Operator and having as a wholly 
owned subsidiary Dollar Steamship Lines, Ltd., of 
Hongkong (herein called Hong Kong), a British 
corporation. Hong Kong in turn has two subsidiar¬ 
ies. One of these subsidiaries, Capilano Steamship 
Corporation, a British corporation, is wholly owned 
by Hong Kong, and in the other subsidiary, Kiangsu 
Realty Company, a China Trade Act corporation, 
Hong Kong has an 82% per cent interest. It pro¬ 
poses. however, to acquire the remaining 17% per 
cent interest from one Lorber, in exchange for a 
minority interest in a Canadian Lumber Company, 
now owned by Hong Kong. After this transaction 
has taken place, Capilano will be liquidated into 
Hong Kong, but Kiangsu will not be so liquidated. 
Hong Kong will then be liquidated into Dollar of 
California. The ultimate result will therefore be 
that Dollar of California will have all of the assets 
formerly of Hong Kong and Capilano, including 
100 per cent stock interest in Kiangsu. 

GROUP C 

Admiral Oriental Line, a Washington corpora¬ 
tion, is a holding company for two steamship oper¬ 
ating companies, American Mail Line and Philip¬ 
pine Inter-Island Steamship Company, both Nevada 
corporations, and both wholly owned by Admiral 
Oriental Line. These subsidiaries will be liquidated 
into Admiral Oriental Line. 

Before going further into the situation, it will 
probably be advisable to state the tax problems in¬ 
volved in taking the steps so far outlined. 

I. Is it correct to assume that the liquidation of 
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Capilano into Hong Kong involves no taxable gain 
or loss, both corporations being British corpora¬ 
tions? 

II. Are we correct in assuming that the liquida¬ 
tion of Hong Kong into Dollar of California can 
be accomplished without recognition of taxable gain 
or loss, provided the consent of the Commissioner 
of Internal Revenue is obtained thereto pursuant 
to section 112 of the Revenue Act of 1936 and of 
Regulations 94? In this connection it should be 
pointed out that it is seemed essential by the Mari¬ 
time Commission, first, that the assets of Hong 
Kong and Capilano become part of the assets of 
the Operator, and, second, that such assets be, as 
far as practicable, owned by the Operator. Those 
corporations have cash and receivables necessary to 
provide working capital. For reasons involving 
titles to real estate in China, it is not practical to 
eliminate the Kiangsu Realty Company and the 
Commission has tentatively decided to permit the 
continued existence of this corporation. But in the 
case of Hong Kong and Capilano, the Commission 
deems it proper to require the assets of these cor¬ 
porations be owned directly by the Operator. The 
liquidation of these assets to Dollar of California 
is the first step and the program will be completed 
by the merging of Dollar of California with the 
Operator as hereinafter outlined. 

The Commission deems it appropriate to state 
the reasons for this transaction, but assumes it will 
be necessary for the Operator to make formal ap¬ 
plication to the Commissioner of Internal Revenue 
for the necessary permission. 
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Financial Readjustment with 
Robert Dollar Company 

The Robert Dollar Company, a California cor¬ 
poration, was formed about 1907 to take over vari¬ 
ous steamer interests then owned or operated by 
Mr. Robert Dollar and to manage and operate these 
steamers under the usual managing owner arrange¬ 
ment. As part of this shipping business, other lum¬ 
ber interests, etc., were acquired and as the need 
arose other companies were formed to acquire vari¬ 
ous steamers resulting in the present Robert Dollar 
Company with diversified interests in addition to 
its holdings of the Dollar S.S. Line (California), 
Dollar S.S. Lines, Inc., Ltd., (Operator), and Ad¬ 
miral Oriental Line. The Robert Dollar Company 
over a period of 25 years has built up its agencies 
throughout the world, and as said agencies are 
essential to the shipping business, it has retained 
the management and operating contract for all ves¬ 
sels of Dollar S.S. Lines Inc., Ltd., in its world 
wide service. 

The Commission, in line with the provisions of 
the 1936 Maritime Act, deems it essential that this 
contract and the necessary furniture, fixtures, and 
other equipment be turned over to the Operator 
to make that company a complete operating unit. 

The Commission further deems it essential that 
all shipping interests be divorced from the lumber 
and other interests, that all inter-company balances 
be eliminated. This would be necessaiy before the 
Operator could qualify for a subsidy whether as a 
separate unit or as a part of the merged system. 

The Robert Dollar Company is at present in¬ 
debted to Hong Kong in the amount of $910,018.00 
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and to the Admiral Oriental Line for $442,703.27, 
but the Robert Dollar Company has $210,011.77 
coming from the Operator, so is indebted to the 
two shipping companies for a net amount of $1,142,- 
709.50. 

Hong Kong furthermore owns stock in the Cana¬ 
dian Robert Dollar Company valued at $199,424.71. 

An exchange is to be made prior to the merger 
between the Robert Dollar Company and to Oper¬ 
ator along the lines shown in the following schedule 
whereby the agency contract of the Robert Dollar 
Company, agency furniture and fixtures, the tender 
“Dollar” and all of the stock owned by the Robert 
Dollar Company directly in Operator is being given 
in exchange for the Canadian Robert Dollar Com¬ 
pany stock and for the assumption by Operator of 
the Robert Dollar Company debt to the shipping 
companies or subsidiaries. 

Due from The Robert Dollar Co. 

Due to Dollar Line (Hong Kong).$ 910,018.00 

Due to Admiral Oriental Line. 442,703.27 


1,352,721.27 

Less: Due The Robert Dollar Co. by 
Dollar S.S. Lines Inc. Ltd. Del. 210,011.77 1,142,709.50 


Add: Stock in Canadian Robert Dollar 

Co. traded out. 199,424.71 

Net due from The Robert Dollar Co. 1,342,134.21 

Liquidated by the following: 


Furniture and Fixtures.$ 250,000.00 

Tender “Dollar”... 100,000.00 

Goodwill . 745,471.11 

Class “A” Stock in Del. Co.—2075 

shares at $5.178407765 . 10,745.20 

Class “B” Stock in Del. Co.—227,790 
Shares at $1.035681553 .. 235,917.90 1,342,134.21 













510 


R. Stanley Dollar, et al 


The Operator on receipt of its own stock as a 
part of this exchange, will cancel this stock. 

In so far as the Operator is concerned, we have 
the following questions: 

I. Are we correct in assuming that this transac¬ 
tion is a taxable transaction but that the gain of 
Operator is limited to the profit on the Canadian 
Robert Dollar Company stock given in exchange ? 

II. Are we correct in assuming the Operator 
has not made a profit in the reacquisition of its 
own stock ? 

III. Are we correct in assuming that this trans¬ 
action standing alone is not to connect with the 
plan of reorganization by merger as set forth here¬ 
inafter that if the merger was tax free in other 
respects that the change in stock ownership in the 
Operator resulting from the acquisition by the Op¬ 
erator of its own stock would not make the merger 
as a whole taxable? 

The Merger Proceedings 

After the assets and liabilities of the three main 
corporations, namely, the Operator, Dollar of Cali¬ 
fornia, and Admiral Oriental Line have been read¬ 
justed in the manner set forth above, the three 
corporations will be merged under the Delaware 
laws on the following basis: 

Preliminarily it should be stated that the pres¬ 
ent Class “B” stock now owned by the corpora¬ 
tions parties to the reorganizations will be con¬ 
verted into “A” stock. The only difference be¬ 
tween the “B” and “A' 7 stock is that as to stated 
value on liquidation sharing in profits, etc., five 
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shares of “B” stock equals one share of “A” stock, 
but each have equal voting rights. 

We would assume that this step taken alone was 
a mere exchange of stock for stock involving no tax 
questions. 

Apart from the effect of certain new financing 
which will be mentioned hereafter, the present 
stockholders of the three companies will end up as 
stockholders of the operator after the other two 
companies have been merged into it having interests, 
as represented to us, comparable to their present 
interests in the assets of the three independent com¬ 
panies. 

In short, the Operator will issue new preferred 
voting stock to the stockholders of Dollar of Cali¬ 
fornia and Admiral Oriental Line and the present 
stockholders of the Operator will retain their in¬ 
terests (after giving effect to the conversions of 
“B” stock into “A” stock) and all of the stock¬ 
holders will thereupon have an interest in the mer¬ 
ged company proportionate to their present in¬ 
terests in the companies going into the merger. 
Titles to the assets of Admiral Oriental Line and 
Dollar of California will be acquired by the Oper¬ 
ator through the merger under the Delaware statutes. 

The tax question involved is whether under this 
procedure any tax liability will be incurred by the 
Operator, either directly or as transferee of the 
two companies merged into it, or by the stockholders 
of any of the three corporations. 
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New Financing and its Effect Upon the 
Reorganization 

In order to put the Operator in satisfactory 
financial condition the following will be necessary 
eventually: 

(1) Capitalize at least $417,000 of current debt 
(partly to stockholders and other interested parties 
on account of fees and commissions). 

(2) Capitalize $300,000 bank debt. 

(3) As additional consideration for the release 
of the $600,000 mail pay, the Robert Dollar Com¬ 
pany will guarantee the indebtedness of the Oper¬ 
ator to the Maritime Commission which amounts to 
$14,000,000. but only to the extent of $600,000. This 
guarantee will be secured by certain assets of the 
Robert Dollar Company. This guarantee is irre¬ 
vocable whether or not the merger goes through, 
but in the event of merger, the Commission may 
demand that the Robert Dollar Company subscribe 
to stock of the merged company in an amount not 
in excess of $1,000,000—such subscription to be 
paid in the form of cash or other assets satisfactory 
to the Commission. For this reason we would assume 
that this particular phase of the financing would 
be considered completely independent of the mer¬ 
ger. 

We have been somewhat concerned with the effect 
of this financing on the taxable character of the 
reorganization. It is not essential that this new 
capital be injected at the precise time of reorganiza¬ 
tion but it must be arranged that when the Com¬ 
mission so decides, these conversions will promptly 
be made. 
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Accordingly, it is proposed that the debt men¬ 
tioned in (1) and (2) above be covered by Standby 
Agreements which will contain a condition that at 
the demand of the Commission, the Company will 
issue and the Standby Creditor will accept in full 
satisfaction of the Standby indebtedness, stock hav¬ 
ing a stated value approximately equal to the 
amount of the indebtedness so satisfied. 

The tax question involved is whether under these 
circumstances the arrangements set forth in (1), 
(2), (3) and (4) above would be considered to be 
independent of the statutory reorganization and 
hence not affect its tax-free character. 

We are enclosing herewith balance sheets as of 
June 30, 1937, of the three main corporations, and 
of these subsidiaries whose status will be affected 
by the reorganization and financial readjustment 
outlined above. We will gladly supply you with any 
other data in our possession which you may need. 

The Dollar Steamship Lines Inc., Ltd., (Oper¬ 
ator) cannot, we have been informed, continue for 
much longer without receiving an operating differ¬ 
ential subsidy and the prompt consummation of 
the reorganization and financial readjustment herein 
outlined is a necessary prerequisite to its receiving 
such subsidy. Your prompt attention to this matter 
would therefore be much appreciated. 

Sincerely yours, 

JOSEPH P. KENNEDY, 
Chairman. 


Enclosures 

FBGrrgw 
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f> 14 

Mr. Laskv: There is a typographical error in this 

stipulation. It is October 1, 1937 instead of 1938. 

The Court: October 1, 1937. 

Mr. Harrison: That is correct. 

The Court: I am changing that in the stipulation. 

Mr. Harrison: I am sorry. I didn ? t realize the 

* 

date was incorrectly stated. 

The Court: Very well. 

* * * * * 

Mr. Harrison: The next offer in evidence is [274] 
Plaintiffs' Exhibit next in order, Document 2-F-6 
being the Minutes of the Maritime Commission of 
October 8, 1937. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 39. 
(The Minutes dated October 8, 1937 referred 
to as Document 2-F-6 was marked and received 
in evidence as Plaintiffs’ Exhibit No. 39.) 


[Plaintiffs’ Exhibit 39 reads in part as fol¬ 
lows :] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

October 8, 1937. 

* * * * * 

Jay Dunne, Special Financial Expert, reported 
that the Standard Oil Company had refused fur¬ 
ther credit to the Dollar Steamship Lines Inc., Ltd., 
at New York, Manila, and possibly other ports. He 
stated that Dollar owed the Standard Oil Com¬ 
pany some $250,000, of which $100,000 was due in 
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thirty days, and that the company, having only 
$114,000 cash on hand, could not carry on opera¬ 
tions without some financial aid from the Commis¬ 
sion. 

F. B. Goertner of the staff of the Legal Division 
explained to the Commission that the Dollar Steam¬ 
ship Line had been notified of the actions stipulated 
by the Commission as necessary to qualify for a 
subsidy and had failed to make satisfactory pro¬ 
gress thereon. In particular reference to the matters 
outlined in the minutes of October 1, he stated that 
no information had been proffered by Dollar as to 
the subordination of the Matson claims; that repre¬ 
sentatives of the Commission had talked by tele¬ 
phone with Mr. Fleishhacker and Mr. Hoover of 
the Anglo California National Bank in regard to 
the extension and subordination agreement with¬ 
out receiving definite assurance of their willingness 
to go along; that the representatives of the company 
had not been cooperative in working out any plan 
for the transfer of the shipping assets of the Robert 
Dollar Company and that the Commission had sub¬ 
mitted the data on the tax problem to the Treasury 
Department. 

The General Counsel pointed out that the Com¬ 
mission had in its control slightly over One Million 
Dollars in mail pay, withheld from the Dollar 
Steamship Line, and that in view of the recent 
developments it would have to decide whether or 
not to apply this sum to the mortgage indebtedness 
immediately. He stressed the fact that if the Dollar 
Steamship Line entered into bankruptcy or reor¬ 
ganization proceedings there was a substantial legal 
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risk involved if the Commission were not to credit 
the sum involved as partial liquidation of past due 
indebtedness. 

The alternative was thus presented: 

(a) By crediting the mail pay against the 
mortgage indebtedness a situation would arise 
whereunder the Dollar Steamship Line would find 
it necessary to apply for reorganization under 
Section 77-B of the Bankruptcy Act; or 

(b) By continuing efforts to consummate the 
plan of reorganization the right of the Commis¬ 
sion to make such offset would be jeopardized in 
the event bankruptcy proceedings ensued before 
negotiations could be completed. 

Commissioner Land stated that to his mind it was 
a question of how serious a risk was involved in 
adopting the second alternative, and questioned the 
members of the staff on this point. D. E. Lawrence, 
Chief. Examining Section, said that fundamentally 
it was the difference between having a $14,000,000 
indebtedness from a going concern or $13,000,000 
in one under Section 77-B. Mr. Dunne gave the 
opinion that, the action of the Standard Oil Com¬ 
pany indicated that the trade creditors were grow¬ 
ing restive and that control of the situation was 
no longer in the Commission’s hands due to pro¬ 
longed negotiations and the attenuated credit of 
the Dollar Steamship Line, which might be snapped 
at any time by some large creditor. A successful 
reorganization therefore coud no longer be fore¬ 
cast when the danger of bankruptcy was imminent. 
The suggestion was offered that the action of the 
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Standard Oil Company might have been prompted 
by an effort to force the Commission’s hand, but 
those conversant with the Dollar situation felt this 
to be unlikely. The proposal was made that part 
of the mail pay be released. The General Counsel 
stated that this Commission could not effect this 
release without extending the mortgage indebted¬ 
ness. He stated that he had discussed the situation 
with Chairman Kennedy and the latter expressed 
a grave doubt of the Dollar reorganization being 
completed and felt that the interest of the Maritime 
Commission should be protected by application of 
the mail pay. D. P. Houlihan, Director of Finance, 
stated that the action contemplated might have a 
serious effect on the Commission’s plan for develop¬ 
ing the merchant marine and that at least part of 
the mail pay should be released. Commissioner 
Wiley expressed the opinion that the Commission 
should take the risk involved in releasing the mail 
pay immediately. 

After full deliberation of the many aspects of 
the Dollar situation and in full recognition of the 
fact that the action taken would force the Dollar 
Steamship Line into bankruptcy or reorganization 
proceedings, the Commission by the “yea” vote of 
Commissioners Land, Moran, and Woodward, Com¬ 
missioner Wiley voting “nay”, adopted the follow¬ 
ing resolution: 

“Resolved: That the sum of $1,030,496.68, repre¬ 
senting accrued compensation under Contracts cov¬ 
ering F.O.M. Routes 25 and 27, which is in the 
possession of the Commission be applied forthwith 
against the past due indebtedness of the Dollar 
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Steamship Lines Inc., Ltd., to the United States; 
and 

“Further Resolved, That the Acting Comptroller 
General of the L'nited States be requested to with¬ 
hold payment of all sums due the Dollar Steamship 
Lines Inc., Ltd., for poundage payments payable 
by the Post Office Department for the carriage of 
mails, together with such other sums that may be 
due from other governmental agencies; and cause 
warrants to be issued for all such sums for credit 
to the United States Maritime Commission’s appro¬ 
priation, in order that such sums may be applied 
in such manner as the Finance Division may deter¬ 
mine to be to the best interests of the Commission 
against the indebtedness of the Dollar Steamship 
Lines Inc., Ltd., and against such portions thereof 
as, in the opinion of the Finance Division, are pres¬ 
ently the least adequately secured.” 


* * * ■* * 

Mr. Harrison: Next I wish to introduce in the 
record [278] Article 22, paragraph b, 7 and 8, ap¬ 
pearing on page 122 of the stipulation as follows: 

“6. Dollar of Delaware reasonably estimated and 
believed that the mail pay accrued on voyages begun 
on or before June 30, 1937 was needed as working 
capital for the operations of Dollar of Delaware. 

“7. The August 25, 1937 plan of reorganization, 
copy of which is spread on the minutes of the Com¬ 
mission of August 25, 1937 (see document 2-F-2), 
provided for the release of said accrued mail pay as 
working capital under said plan. On October 8, 1937 
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the Commission credited $1,181,136.06 of ae- [279] 
crued mail pay to the reduction of a part of the mort¬ 
gage indebtedness of Dollar of Delaware due and 
unpaid to the Commission. 

“8. Dollar of Delaware reasonably estimated and 
believed that the sum applied in payment of part of 
the mortgage indebtedness due and unpaid to the 
United States, as stated in paragraph 7 above, was 
needed to pay amounts due and unpaid to other cred¬ 
itors of the Company and to defray expenses to be 
incurred for future operations.” 

Article 4, paragraph 11, appearing at page 43, com¬ 
mencing line 31 as follows: 

“This set-off was done by said Maritime Commis¬ 
sion without the consent of Dollar of Delaware.” We 
now wish to direct the court’s attention to a portion 
of the report of Commissioner Truitt in the evidence 
already commencing at page 24 of the report, and it 
is 2-G-10. 

The Court: Page 24? 

Mr. Harrison: Yes, Your Honor. 2-G-10. I quote 
from it as follows: 

‘‘This act (offsetting mail pay) had the necessary 
consequence of making the entire first plan of reor¬ 
ganization impossible of fulfillment because the 
funds, part of which were to be made available for 
working capital, were applied to reduce the indebt¬ 
edness of the government.” and passing in the [280] 
same exhibit to page 25 second paragraph reading: 

“The offsetting of accrued mail pay put an end 
to any possibility of accomplishing the first plan of 
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reorganization. As shown by the Minutes of October 
8, 1937, the Commission took this action with full 
realization that the company might be forced to 
apply for reorganization under 77 B of the Bank¬ 
ruptcy Act and that any new plan of financial read¬ 
justment would be difficult to formulate and even 
more difficult to carry out. 

“When Mr. Dollar received notice of the applica¬ 
tion of mail pay against the mortgage debt, he ar¬ 
ranged promptly to come to Washington/’ 

We next offer in evidence Document 2-F-7, being 
the Minutes of the Maritime Commission for Octo¬ 
ber 22, 1937. 

The Deputy Clerk: Plaintiffs’ Exhibit 40. 

(The Minutes dated October 22,1937 referred 
to as Document 2-F-7 was marked and received 
in evidence as Plaintiffs’ Exhibit No. 40.) 

Mr. Harrison: In this document which is not long, 
either, will appear action of the Commission, con¬ 
sidered and finally taken, with reference to the new 
plan of reorganization initiated by the representa¬ 
tives of Dollar of Delaware, and involving the ques¬ 
tion, for the first time of loans to take care of repairs 
under a requirement which was created by the safety 
regulations. 

“Jay Dunne, Special Financial Expert, re- [281] 
ported that subsequent to the Commission resolution 
of October 8,1937, applying $1,030,496.68 of accrued 
mail compensation to the indebtedness of the Dollar 
Steamship lines Inc., Ltd., representatives of the 
company had conferred with the Commission’s staff 
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on the matter of reorganization. He stated that inves¬ 
tigation of the possibilities of a 77-B reorganization 
indicated that it would be a protracted and complex 
procedure, and that the representatives of the com¬ 
pany desired to have an opportunity to work out a 
voluntary reorganization which would accomplish the 
major objectives set forth in the previous plan. 

“The plan proposed by the Company for strength¬ 
ening its financial position contemplated the funding 
of a part and the conversion into capital stock of the 
remainder of its current indebtedness and acquisi¬ 
tion of one-half of the million dollars in cash in the 
form of a loan or capital not presently employed in 
the steamship company. This cash increment would 
not be sufficient, however, to pay for the betterments 
required to make twelve of the company’s vessels 
conform to the standards of the Bureau of Marine 
Inspection and Navigation. The company sought as¬ 
surance that if it negotiated a satisfactory reorgani¬ 
zation, the Maritime Commission would take [282] 
supplemental mortgages on the vessels involved in 
the amounts found necessary to perform this work. 
Commissioner Land stated that estimates had been 
made by the Bureau of Marine Inspection and Navi¬ 
gation, the Technical Division, the District Repre¬ 
sentative of the Commission in San Francisco, and 
the steamship company, and that they all approxi¬ 
mated $1,000,000, but that no specific figure could be 
given unless the vessels were thoroughly inspected in 
drv dock. 

“It was pointed out that the betterments to these 
vessels would have to be carried out in order for the 
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vessels to continue in service, and that if the company 
went into a 77-B reorganization, the Court would un¬ 
doubtedly order the repairs to be made. In this case 
the funds supplied to pay for these expenses would 
constitute prior liens to the Government held mort¬ 
gages on the vessels concerned. Commissioner Moran 
gave the opinion that no money should be spent by 
the Commission in this fashion as long as the ships 
remained in the control of the Dollar Steamship Line. 

“The General Counsel reentered the meeting at 
4 .-00 P.M. 

“Commissioner Woodward inquired if there was 
any question as to the right of the Commission to 
take this step in order to protect the mortgages [283] 
which it held on these vessels. The General Counsel 
gave the opinion that the Commission could take this 
step under the broad powers granted under Section 
207 of the Merchant Marine Act, 1936, and that it 
might possibly do so under the terms of the present 
mortgages on the vessels, as failure to make these re¬ 
pairs would eventuate in the declassification of the 
vessels, whereupon the Commission would have the 
right to make supplemental mortgages on the vessels 
in order to protect its existing liens. 

“William Radner of the staff of the Legal Division 
stated that in his opinion the possibilities of the 
Dollar Steamship Company’s inducing its present 
creditors to agree to the proposed reorganization 
were remote, but that the difficulties under 77-B re¬ 
organization made it desirable for the Commission to 
take any reasonable action to avoid this outcome. He 
stated further that members of the staff of the Com- 
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mission had discussed the procedure contemplated 
with Chairman Kennedy and that he agreed to the 
proposed course of action. 

“The Commission then went into Executive Ses¬ 
sion, whereupon it was agreed by the ‘yea’ vote of 
Commissioners Land, Wiley, and Woodward, Com¬ 
missioner Moran voting ‘nay’, that if the Dol- [284] 
lar Steamship Company worked out a reorganiza¬ 
tion plan in such a manner that the members of the 
staff of the Commission could certify its eligibility 
for an operating subsidy and that its financial struc¬ 
ture was satisfactory, excluding the cash provision 
for betterments required by the Bureau of Marine 
Inspection and Navigation, the Commission would 
advance the money, if required to pay for these bet¬ 
terments, in the form of supplemental mortgages on 
the vessels concerned.” 

Mr. Harrison: We next offer in evidence, may it 
please the Court, Document marked 2-F-9, being the 
Minutes. United States Maritime Commission for 
December 8,1937. 

The Court: You have just concluded with [285] 
Plaintiffs’ Exhibit 40? 

Mr. Siegel: No. 41 has not been offered. 

The Court: Plaintiffs’ Exhibit No. 40 was the 
Maritime Commission minutes of October 22, 1937, 
which we have included, and now there has been 
introduced Plaintiffs’ Exhibit 41? 

Mr. Harrison: That is correct. The minutes of 
October 22,1937, w r ere those which recited the trip of 
Mr. Dollar to the East, his attempt and proposal for 




524 


R. Stanley Dollar, et al 


a new reorganization, and his request and assurance 
for a million-dollar loan for repairs. 

TVe now come to December 8,1937, in which a mem¬ 
orandum was presented which brings the story for¬ 
ward from October 22. 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 41. 

(The proceedings of the U. S. Maritime Com¬ 
mission, December 8, 1937, was accordingly 
marked and received in evidence as Plaintiffs 7 
Exhibit No. 41.) 

[Plaintiffs 7 Exhibit 41 reads in part as fol¬ 
lows:] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 
December 8, 1937. 

# # • t • 

There was presented the following memorandum 
from the Director, Division of Finance, and the 
General Counsel, dated December 8, 1937: 

“In accordance with the request of Admiral Land 
made at the Commission Meeting held Friday, 
December 3, 1937, there is submitted herewith the 
report and recommendations of the Finance and 
Legal Divisions on the matter of granting to Dollar 
Steamship Lines, Inc., Ltd., a six-months 7 tempo¬ 
rary operating-differential subsidy. 

“The major problems which were dealt with by 
the representatives of the Commission during their 
stay in San Francisco were the following: 

“A. The establishment of a satisfactory finan- 
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cial condition of the operator through the adjust¬ 
ment of trade debt, bank debt, and intercompany 
debt. 

“B. The securing of additional cash as necessary 
working capital by way of loans to the operator. 

“C. Adjustment of relations between the oper¬ 
ator and the Robert Dollar Company, its managing 
agent during the period of the temporary subsidy. 

“D. Accomplishment of changes in the direction 
and management of the operator. 

“A few days after their arrival in San Francisco 
our representatives sent to Washington a teletype 
message (copy annexed as Exhibit A) outlining 
the minimum conditions upon which they would be 
prepared to recommend the granting of the tem¬ 
porary subsidy. Copies of this message were de¬ 
livered to Mr. Dollar and the Anglo Bank in San 
Francisco prior to his contacting his creditors. 
During the ensuing weeks they lent all possible 
assistance to Mr. Dollar looking towards the accom¬ 
plishment of these objectives. 

“When it appeared that the necessary adjust¬ 
ments to be made with the trade creditors and with 
the Anglo California National Bank had been 
largely worked out they brought to a head the dis¬ 
cussions which had previously taken place with Mr. 
Dollar, through the medium of a letter (copy an¬ 
nexed as Exhibit B) which was delivered to him on 
November 24, 1937. This letter was supplemented 
by another letter to Mr. Dollar written on the same 
date (copy annexed as Exhibit C). Upon receiving 
Mr. Dollar’s reply thereto (copy annexed as Ex- 
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hibit D) on Saturday, November 27, our represen¬ 
tatives returned to Washington for the purpose of 
laying the entire matter before the Commission. 
Mr. Reginald Laughlin of San Francisco, the special 
counsel appointed to assist the Commission in this 
matter, is also in Washington at this time. 

“Since the return of our representatives several 
office conferences have been held as a result of 
which there has been prepared for consideration of 
the Commission a letter for execution by the Chair¬ 
man (copy annexed as Exhibit E) setting forth 
the minimum terms and conditions upon which the 
Commission will grant a temporary subsidy and 
will take such other ancillary action as may be 
required, including the extension of the present 
mortgage indebtedness. There has also been pre¬ 
pared a pro forma balance sheet based on the Oper¬ 
ator's figures as of October 31, 1937 (copy annexed 
as Exhibit F), showing the financial condition of 
the Operator after giving effect to the adjustments 
outlined in the letter. While the Finance Division 
states that compliance with the terms and condi¬ 
tions of the proposed letter would not meet its views 
as to the set up required for a permanent subsidy, 
it, nevertheless, believes that barring some unpre¬ 
dictable major catastrophe the Operator can in the 
immediate future operate its services successfully 
and meet at least for the period of the temporary 
subsidy the financial and operating requirements of 
the Merchant Marine Act, 1936. 

“The Legal Division is of the opinion that this 
conclusion of the Finance Division is warranted as 
a matter of law and, subject to clearance as a mat- 
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ter of record by the Traffic Division of the essenti¬ 
ality of the service to be subsidized, is of the opinion 
that Dollar Steamship Lines, Inc., Ltd., is eligible 
to receive a temporary operating differential sub¬ 
sidy under the statute. 

“It is, therefore, recommended that the Commis¬ 
sion give the Operator a conditional commitment to 
grant a six-months’ temporary operating differen¬ 
tial subsidy upon compliance by the Operator with 
the minimum terms set forth in the proposed let¬ 
ter. 

“In making these recommendations it should be 
understood that the Commission must be prepared 
to make advances secured by a blanket mortgage on 
the present fleet, except the S.S. ‘President Fill¬ 
more’ and S.S. ‘President Johnson’, up to a maxi¬ 
mum of $1,000,000, in order to take care of classi¬ 
fication repairs, safety at sea repairs, and other 
extraordinary repairs which may be required dur¬ 
ing the period. 

“The conclusions and recommendations contained 
in this memorandum have been prepared in the 
first instance by Mr. Lawrence of the Finance Divi¬ 
sion, Mr. Goertner and Mr. Aulsbrook of the Legal 
Division and our special counsel, Mr. Laughlin, and 
have been reviewed and approved by the under¬ 
signed. 

/s/ D. F. HOULIHAN, 

Director of Finance. 

/s/ MAX O’RELL TRUITT, 

General Counsel.” 
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Exhibits <A\ ‘B’, ‘C\ ‘D\ ‘E’, and ‘F’, submitted 
with the foregoing memorandum, are as follows: 

“EXHIBIT A 

“United States Maritime Commission, 
Washington, D. C., Oct. 29, 1937, 1:35 P.M. 

“For: Joseph P. Kennedy, Chairman; Max 0. 
Truitt, General Counsel; D. F. Houlihan, Direc¬ 
tor of Finance Division; J. Dunne, Special As¬ 
sistant to the Chairman. 

“We have advised Dollar interests and Anglo 
California Bank that we are prepared to recommend 
the following program for approval by Commission 
upon receiving assurance they are willing and able 
to meet conditions on their part to be performed. 

“1. Bank agrees: (a) $1,800,000 existing debt 
to be secured by present collateral and extended for 
approximately ten years, interest rate 3% percent; 
(b) Entire balance principal existing debt approxi¬ 
mately $1,000,000 plus all accrued and unpaid in¬ 
terest to be converted into 5% non-cumulative Pre¬ 
ferred Stock of Dollar Company, $100 par, callable 
at 103, each share entitled to one vote, on basis one 
share for each $100 indebtedness so converted; (c) 
Bank to give all necessary consents to carrying out 
plan including particularly consent as pledgee Dol¬ 
lar Terminal stock to complete conversion indebted¬ 
ness of Dollar Steamship Lines to that company. 

“2. Dollar interests agree: (a) All intercompany 
debtors to take said Preferred Stock on basis one 
share for each $100 said indebtedness. This includes 
Dollar of California and Admiral Oriental. These 
two total approximately $1,133,000. Pacific Lighter- 
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age also included but Olympic Refining to be treated 
as trade creditor; Dollar Terminal indebtedness to 
be either cancelled or converted into preferred 
stock; (b) Dollar interests to raise at least $500,000 
on first mortgage Johnson and Fillmore of which 
$90,000 applied satisfaction present Commission 
mortgages, balance for working capital; money to 
be raised locally or in whole or in part through 
R.F.C., if possible; (c) Shipping facilities and per¬ 
sonnel Robert Dollar Company to be made avail¬ 
able on cost basis satisfactory to Maritime Commis¬ 
sion. Transfers to be made as Maritime Commis¬ 
sion determines legally necessary; (d) Dollar in¬ 
terests to give satisfactory assurances that all steps 
and proceedings necessary to authorize and issue 
new debentures and new preferred stock will be 
duly and promptly taken. 

“3. Trade creditors other than creditors with 
claims less than $2,000 and interline accounts to 
agree to complete release of their indebtedness for: 
(a) 20% in cash; (b) 20% in ten-year 3% debenture 
coupon bonds of Debtor, interest payable semi-annu¬ 
ally, to be dated as of November 1,1937, with sinking 
fund to start at two years from date of issue at mini¬ 
mum rate of 10% of par value of entire issue and a 
similar rate for each succeeding year during the 
life of the issue; sinking fund to be used for the 
purchase or redemption of bonds, all to be more 
fully set forth in debenture agreement to be here¬ 
after drafted; and (c) 60% in said preferred stock 
on basis of $100 of such stock for each $100 of the 
portion of Creditors claim falling within this classi¬ 
fication V, delivery of said cash debentures and 
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stock to be made any time prior to 90 days after 
the subsidy agreement. Interline accounts owing 
railroads, ticket agents, etc., net $321,000, but can¬ 
not be scaled down for practical business reasons. 
Entire program and our recommendation condi¬ 
tioned on obtaining sufficient consents of trade 
creditors to bring about minimum net current posi¬ 
tion of not less than $500,000. 

‘‘4. Maritime Commission to agree upon fulfill¬ 
ment program as follows: (a) To grant temporary six 
months operating subsidy aggregating approxi¬ 
mately $1,500,000; (b) To extend existing mortgage 
debt for 15 years amortization satisfactory to Com¬ 
mission with provision for acceleration debt upon 
expiration temporary six months subsidy if perma¬ 
nent subsidy not granted. In view application 
$1,100,000 mail pay to weakest mortgages believe 
blanket mortgage unnecessary and inadvisable. 
However, such blanket mortgage will be condition 
to permanent subsidy; (c) To make available if 
necessary approximately $1,000,000 on blanket pre¬ 
ferred mortgage entire fleet except Johnson and 
Fillmore for following: First, safety at sea repairs 
and improvements; second, repairs necessary to re¬ 
tain classification and, third, improvement crews’ 
quarters to extent required by Commission. Repay¬ 
ment this $1,000,000 advance to be made prior to 
any pro rata payments on our other mortgages and 
bank debt. 

“The foregoing subject to following additional 
conditions: (a) Mutual release mail claims; (b) 
full legal clearance. 
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“5. Special matters: (a) Accomplishment pro 
forma balance sheet contemplates complete termina¬ 
tion Matson contract and conversion into preferred 
stock all sums due thereunder. If Commission can 
legally terminate said contract by its own action we 
will recommend it do this immediately. Otherwise 
we will recommend Commission require termination 
by voluntary act of parties as condition of deal; 
(b) Commission as pledgee Dollar Terminal stock 
to consent to conversion indebtedness previously 
mentioned. 

“In addition to matters covered in above program 
the following situations are referred to the Commis¬ 
sion without recommendation: (a) Dollar requests 
approval to sales of Johnson and Fillmore at any 
time same may be effected with understanding pro¬ 
ceeds above mortgage shall be available to Dollar 
of Delaware; (b) Dollar requests assurances that 
no funds coming into control of Commission will 
be used to offset mortgage indebtedness; (c) Dollar 
considers Tacoma Oriental mail contracts entirely 
separate and states it has no authority or control 
that will enable it to give releases in that connec¬ 
tion. 

“Bank has indicated it will fully meet conditions. 
Dollar has indicated it will use best efforts to ac¬ 
complish program, but unable to give clearance at 
this time because efforts to raise new money still 
pending and because it desires further time to pre¬ 
pare alternative or clarify requirements respecting 
facilities and personnel, as set forth in 2(c) above. 

“Substantial compliance with above program is 
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the absolute irreducible minimum that we deem will 
justify Commission’s commitments. Copies of this 
message have been furnished to Dollar and Bank 
and should they approach creditors they will do so 
with full understanding of situation. 

“We are forwarding air mail (a) copy of pro¬ 
posed form of agreement to be entered into with 
trade creditors, (b) pro forma balance sheet pre¬ 
pared by Lawrence which served as basis for above 
program and approval of attorneys thereto, and (c) 
proposed schedule of amortization for extended 
mortgage indebtedness. 

LAWRENCE, 

GOERTNER, 

AULSBROOK, 

LAUGHLIN.” 

“EXHIBIT B 

United States Maritime Commission 
San Francisco, Calif., 

November 24, 1937. 

“R. Stanley Dollar, 

Dollar Steamship Lines, Inc., Ltd., 

Dollar Building, 

San Francisco, Calif. 

“Dear Mr. Dollar: 

“On October 29, 1937, we delivered to you a copy 
of a message addressed by us to officials of the 
United States Maritime Commission, Washington, 
D. C., in which we outlined the minimum require¬ 
ments that we deemed essential to justify any com¬ 
mitment on the part of the Commission authorizing 
an operating differential subsidy to Dollar Steam¬ 
ship Lines, Inc., Ltd. 
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“As you know these minimum requirements in¬ 
volved three separate groups: the trade creditors, 
the Anglo-Califomia National Bank, and the Dollar 
companies. With this program before you, you un¬ 
dertook to obtain the necessary consents of the 
trade creditors and the Bank, and we understand 
you have been successful in gaining the cooperation 
and consent of substantially all the trade creditors 
and of the Bank. There remains nothing further to 
be accomplished, therefore, so far as these groups 
are concerned, except satisfactory assurances that 
the Dollar companies will meet the conditions re¬ 
quired of them, with all of which you were fully 
acquainted at the time you solicited the trade credi¬ 
tors and contacted the Bank. 

“During the several weeks that have elapsed 
since the message was delivered to you we have 
remained in San Francisco for the purpose of being 
available to aid you in accomplishing the desired 
objectives and facilitating and expediting the grant¬ 
ing of the subsidy. During this time you have indi¬ 
cated almost daily that you were making every 
effort to accomplish those things that were to be 
done by the Dollar companies but, as yet, you have 
not given any absolute assurances that you would 
and could accomplish those things that must be 
done on your part. 

“We are unable to extend our time in San Fran¬ 
cisco much longer, and it is, of course, useless for 
us to remain any longer unless there are some rea¬ 
sonable prospects that the Dollar companies can 
and will meet the conditions required of them. In 
order that we may be able to make plans respecting 
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our continued presence in San Francisco, and in 
order that we may be able to make a definite report 
respecting the situation and its present status and 
prospects to the Commission in Washington, we 
request a statement from you as to what you will 
and can do in respect to the following matters: 

“1. Dollar will raise a minimum of $500,000, to 
be added to working capital of Dollar Steamship 
Lines, Inc., Ltd. To aid in accomplishing this, Dol¬ 
lar may, if necessary, place first mortgages on the 
Johnson or Fillmore or both, with the understand¬ 
ing that if this is done any present Commission 
mortgages on the vessels which may be so mortgaged 
will be paid. 

‘*2. The shipping facilities of the Robert Dollar 
Company will be made available to Dollar Steam¬ 
ship Lines, Inc., Ltd., on a cost basis satisfactory 
to the Maritime Commission. This shall include 
satisfactory commitments respecting salaries. In this 
connection a form of agreement has been delivered 
to you, and your acceptance of this condition shall 
be deemed to include approval of such agreement. 

‘‘3. All Dollar companies to whom Dollar Steam¬ 
ship Lines, Inc., Ltd., is indebted will accept, in 
discharge thereof, 5% non-cumulative preferred 
stock of that company, $100 par, callable at 103, 
to be hereafter duly authorized and issued, on the 
basis of one share for each $100 of such indebted¬ 
ness. This includes Dollar of California and Ad¬ 
miral Oriental, which approximates $1,133,000. The 
Robert Dollar Company is also to be included, but 
Pacific Lighterage is to receive 40% debentures and 
60% stock and Olympic Refining is to be treated 
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as a trade creditor. Dollar Terminal's indebtedness 
shall be either cancelled or so converted. 

“4. Dollar shall give satisfactory assurances that 
all steps and proceedings necessary to consummate 
the financial adjustments agreed to by the trade 
creditors and the Bank, and to authorize and issue 
new debentures and preferred stock, in form and 
substance satisfactory to the Commission, will be 
duly and promptly taken. 

“5. Dollar will give satisfactory assurances that 
a new board of directors of Dollar Steamship Lines, 
Inc., Ltd., will be duly elected; such board to be 
satisfactory to the Commission and to include a 
nominee of the Commission if it should so desire, 
who also shall be a vice-president with such powers 
respecting finances and operations, and with such 
authority over the books and records of the com¬ 
pany as the Commission may deem advisable. 

“6. Dollar companies will duly execute and de¬ 
liver a settlement agreement in the form trans¬ 
mitted with letter to the General Counsel of the 
Commission, dated September 27, 1937. 

“7. The contract with Matson Navigation Com¬ 
pany shall be terminated and all unpaid indebted¬ 
ness of Dollar Steamship Lines, Inc., Ltd., which 
has accrued thereunder shall be discharged by con¬ 
verting same in the same manner as trade creditors. 

“We understand that you are unable to control 
the situation so far as the Matson contract is con¬ 
cerned and, therefore, we neither ask nor expect 
any commitment from you respecting that matter 
except that you will use your best efforts to ac¬ 
complish its termination and the adjustment of the 





53H 


R. Stanley Dollar, et al 


indebtedness thereunder. So far as the other mat¬ 
ters are concerned we do ask and expect definite 
advices as to what you can and will do in respect 
thereto. Please also furnish us with a certified list 
of all trade creditors who have duly executed the 
readjustment agreements, together with the respec¬ 
tive amounts at which their indebtedness is stated 
in such agreements. 

Very truly yours, 

DONALD E. LAWRENCE, 
FRANCIS B. GOERTNER, 
KNIGHT AULSBROOK.” 

“EXHIBIT C 

United States Maritime Commission 
San Francisco, Calif. 

November 24, 1937. 

“R. Stanley Dollar, 

Dollar Steamship Lines, Inc., Ltd., 

Dollar Building, 

San Francisco, Calif. 

“Dear Mr. Dollar: 

“Supplementing our earlier letter to you of this 
date, we desire to clarify paragraph 5 on page 3, 
in accordance with our statements to you at the 
time our earlier letter was delivered to you. 

“In response to your objection that the language 
is indefinite regarding whom the new board shall 
consist of, we stated that it was our idea that it 
should include Mr. R. Stanley Dollar, or his nomi¬ 
nee, a nominee of the Anglo-Califomia Bank, a repre¬ 
sentative of the trade creditors who are to receive 
the new preferred stock, and two other directors 
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satisfactory to the Commission, one of whom may 
be named by the Commission if it should so desire, 
who also shall be a vice-president. Mr. Frank stated 
that he considered this sufficiently clarified that 
matter. 

“In response to your objection that the language 
in respect of the authority to be vested in such vice- 
president was too broad and might be deemed to be 
intended to vest in him full control and management 
of the company, we stated that such was not the 
intention, and since we agreed that the objection 
had some justification, we suggested that you sub¬ 
mit your idea as to how the powers and duties of 
this official be more explicitly defined. When you 
submit your idea in this regard it will, of course, 
be given our consideration. 

Very truly yours, 

FRANCIS B. GOERTNER, 
KNIGHT AULSBROOK.” 

“EXHIBIT D 
Dollar Steamship Lines 

November 26, 1937 

“D. E. Lawrence, 

Francis B. Goertner, 

Knight G. Aulsbrook, 

c/o United States Maritime Commission, 

San Francisco, California. 

“Dear Sirs: 

“This is an acknowledgment of your letter of 
November 24, 1937, wherein you advise that you 
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feel you will be unable to extend your time in San 
Francisco much longer unless there are some rea¬ 
sonable prospects that the Dollar companies can 
and will meet the conditions required of them, and 
wherein you request a statement as to what those 
companies will and can do in respect to the matters 
enumerated in your letter. 

“Before touching upon those matters, we are 
pleased to find that by your supplementary letter 
dated November 24th, mailed November 25th, and 
received by us today, there is expressed a desire 
to clarify Paragraph 5, found on page 3 of your 
letter. Inasmuch as we felt that the paragraph in 
question hardly expressed the purpose of the Com¬ 
mission, and that it was unfortunate that it should 
have found its way, in the form in which it did, 
into your communication, we are gratified to see 
that the matters therein referred to are clarified by 
your subsequent communication. 

“Referring to Paragraph Two of your second 
letter, and particularly to the reference to two 
other directors satisfactory to the Commission, we 
of course assume that it is intended that such direc¬ 
tors shall be mutually satisfactory to both the 
Commission and to us. 

“We also appreciate your subsequent advices 
that the language used in respect to the authority 
to be vested in the Vice-President was not intended 
to vest in him full control and management of the 
company, and note that you have requested that 
we submit our idea as to how those powers and 
duties of that official are to be defined. In this 
latter connection it is our understanding that the 
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purpose of the Commission is to have someone 
representing them as a member of the Board of 
Directors of the Dollar Steamship Lines, Inc., Ltd., 
who can act as financial adviser to the company, 
and if this is to be the Vice-President’s powers, it 
is quite in order and entirely agreeable to us. Of 
course, these powers will in appropriate form be 
properly defined so there may be no future mis¬ 
understanding with regard thereto. 

“In suggesting the number of directors, it has 
perhaps been overlooked that the directorate con¬ 
sists of six instead of five directors, and with this 
in view proper provisions will have to be made. 

“Now, turning to the matters enumerated in your 
letter, and first responsive to that numbered ‘1’, we 
would point out that at no time did we agree to 
raise a minimum of $500,000.00. During our nego¬ 
tiations in Washington it was suggested that an 
R.F.C. loan might be arranged for this amount, and 
we relied upon this, particularly since in your com¬ 
munication of October 29, 1937, to the Maritime 
Commission you also mentioned a loan for all or 
part of this $500,000.00 from the R.F.C. 

“We regret we cannot now undertake to raise 
such an amount from our own funds, but shall 
exert every endeavor to increase our cash balance 
as closely as possible to $400,000.00 upon the attach¬ 
ing of the subsidy. To assist us in accomplishing 
this, we request that you give us a few days ad¬ 
vance notice with respect to the date on which 
the subsidy is to attach. 

“As to Item 2, the form of agreement which 
you therein state has been delivered to us was re- 
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ceived on the same day that, your first letter came 
to hand, we having previously furnished you our 
proposed draft thereof, which Mr. Aulsbrook de¬ 
sired to modify. Today Mr. Aulsbrook has been in 
conference with our attorney with respect to the 
proposed agreement, and it is expected that a 
contract conforming to the views of both of us will 
be promptly arrived at. 

•‘Next in order is Item 3. With respect thereto 
arrangements have been made to conform to all 
the requirements therein referred to in the manner 
there indicated, with the exception of the satisfac¬ 
tion of the indebtedness of Dollar Steamship Lines, 
Inc., Ltd., to The Robert Dollar Co. As to this it 
has been arranged that the indebtedness of $132,- 
000.00 is to be discharged on the same basis as 
provided for settlement with trade creditors, to-wit, 
payment of 20% in cash, 20% in debentures, and 
the balance in preferred stock. As to the treatment 
of the indebtedness involving the Dollar Terminal 
Company, you of course recognize that the same 
contemplates as a condition precedent that the Mari¬ 
time Commission and the Anglo California Na¬ 
tional Bank shall place the Dollar Steamship Lines, 
Inc., Ltd., in a position to carry out such settle¬ 
ment by furnishing proper consent under the terms 
of the pledge and trust agreement now in force. 

“In connection with Item 4, we have further to 
assure you that all steps and proceedings necessary 
to consummate the financial adjustments therein 
referred to and to authorize the issuance of deben¬ 
tures and preferred stock will be duly and promptly 
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taken, and to that end our attorney advises that he 
has prepared drafts of the necessary papers. 

“Item 5 we have referred to above. 

“It is our intention, simultaneously with the exe¬ 
cution of a subsidy agreement, to execute and de¬ 
liver a settlement agreement in the form referred 
to in Item 6. 

“As you observe in your remarks concerning 
Item 7, we are not able to control the situation with 
regard to the Matson Navigation Company, but we 
will of course continue to use our best efforts to 
accomplish the termination of the contract and the 
adjustment of the indebtedness thereunder. 

“We are not unmindful of your request that 
definite advices as to what we can and will do in 
respect to the matters under consideration are de¬ 
sired. In this connection you will appreciate that 
so far as the authorization of the Board of Direc¬ 
tors has not been given with respect thereto, it is 
necessary that such authorization be obtained. To 
that end it is our purpose to promptly supplement 
this communication with definite assurances with 
respect to all matters. At that time we will also 
forward you a certified list of the trade creditors 
who have executed the readjustment agreements, as 
well as the respective amounts at which their in¬ 
debtedness is therein stated. 

“We trust the foregoing answers your inquiries. 

Very truly yours, 

\ DOLLAR STEAMSHIP LINES 

r* INC., LTD., 

“ By R. STANLEY DOLLAR, 

President.” 
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[Exhibit E to plaintiffs Exhibit 41 is omit¬ 
ted.] 
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“EXHIBIT ‘F 

PRO FORMA BALANCE SHEET AS OF OCTOBER 31, 1937 
DOLLAR STEAMSHIP LINE, INC., LTD. 

(Giving Effect to Approximate Debt Conversions and 
$500,000 Second! Mortgage) 


Actual Actual 

ASSETS Oct. 31,1937 Pro Forma LIABILITIES Oct. 31,1937 Pro Forma 

Cash ........$ 233,215 $ 733,215 I Trade Accounts.$ 1,958,227 350,629 

Receivables . 830,966 830,966 Drafts. 24,593 24,593 

Pursers Funds .. 18,241 18,241 1 Interline Accounts. 596,358 413,697 

Inventories .. 400,035 400,035 Passenger Refund and Miscellaneous 85,685 85,685 

! Miscellaneous Accounts. 231,032 37,379 

Current Assets. 1,452,457 (a) 1,982,457 Insurance Premiums. 29,002 29,002 

Pnv5ihip hp- 

Special & Guaranty Deposits.... 62,854 12,854 ! fore 4/30/38 . 242,831 102,336 

Stocks—Subsidiaries (Pledged) _ 3,883,850 3,342,720 Accruals—Other.. 59,984 59,984 

Stock—Other _ 26,247 26,247 I Bank.. 2,800,021 0 

Vessels—Net__ 28,250,623 28,250,623 - - 

Other Property___ 16,061 16,061 6,027,733 1,103,305 

Notes and Accounts Receivable._ 120,886 120,886 Deferred Trade Creditors Payable in 

Sundry Claims ___ 90,420 90,420 3 months from date of Subsidy. 289,427 

Unterminated Voyage Expense. 2,382,234 2,382,234 - 

Hoover War Risk Repairs (Contra).... 196,144 196,144 1,392,732 

Unexpired Insurance (Contra). 351,665 351,665 Hoover War Risk Repairs Payable 

Prepaid Hull Insurance__ 120,932 120,932 11/1/38 out of claims against U.S. 

Prepaid Expense.. 77,794 77,794 Government. 196,144 196,144 

Organization Expense... 12,161 12,161 Vessel Mortgages.—. 13,195,499 13,195,499 

Second Mortgage on Johnson-Fillmore 500,000 

Bank 10 Year Note.... 1,800,021 

i Notes and Accounts to Affiliates. 1,676,255 0 

Unterminated Voyage Revenue. 1,914,809 1,914,809 

' Prepaid Ticket Sales. 981,017 981,017 

Remittances Unapplied . 98,789 98,789 

i Unexpired Insurance (Contra). 351,665 351,665 

Reserves, Sundry . 192,881 192,881 

Debentures (approximate) . 400,428 

Preferred Stock (Approx.) . 3,519,677 

Common Stock (Approx.) . 12,439,536 12,439,536 

$37,074,328 36,983,198 : $37,074,328 36,983,198 


(a) Does not include a substantial claim against State Department and Chinese Government for Hoover services and damages effecting economic 
life of ship, which is now filed with Government. 

Does not reflect asset revaluation contemplated by future consolidation plans. 

Cash loss for November estimated $100,000 based on 3rd quarter operation.” , .* 
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After a full discussion, by the “yea” vote of 
Chairman Kennedy and Commissioners Land, 
Wiley, and Woodward, Commissioner Moran not 
voting, the Commission approved the recommenda¬ 
tions contained in the memorandum submitted by 
the Director, Division of Finance, and the General 
Counsel, and authorized the Chairman to send the 
letter quoted above as Exhibit “E” to the Dollar 
Steamship Lines Inc., Ltd. 

By the unanimous “yea” vote of the members of 
the Commission, the meeting adjourned at 5:00 
P.M. 

A true record. 

W. C. PEET, Jr., 

Secretary. 

* * * * * 


WILLIAM RADNER [297] 

was called as a witness on behalf of the plaintiffs and, 
being first duly sworn, was examined and testified 
as follows: 

Direct Examination 
Bv Mr. Harrison: 

Q. Will you please state your name, Mr. Radner? 
A. William Radner—R-a-d-n-e-r. 

Q. Where do you reside? A. 3922 Oliver 
Street, Chevy Chase, Maryland. 

Q. What is your occupation? A. I am a 
lawyer. 

Q. You appeared, Mr. Radner, in pursuance of a 
subpoena issued out of this Court, at the request of 
the plaintiffs? A. Correct. 
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Q. What was your position, Mr. Radner, the last 
half of the year 1937 and in the year 1938? 

A. At that time I was employed by the United 
States Maritime Commission. I was a member of the 
legal staff and I served, I think, for most of that 
period as chairman of the Long Range Subsidy Com¬ 
mittee, which was entrusted with the negotia- [298] 
tions of contracts with applicants for subsidies, under 
the 1936 Act. 

Q. And were you a member and chairman of that 
committee in August of 1937 ? A. I believe so. 
I was appointed chairman when the committee was 
instituted, and I served as chairman during the en¬ 
tire period of its existence and while I was with the 
Government, which lasted until about 1938. 

Q. Mr. Radner, I show you a document marked in 
evidence in this case as Plaintiffs’ Exhibit 27, con¬ 
sisting of the minutes of the Maritime Commission 
for August 25, 1937, and purporting to set forth 
therein a tentative proposal of reorganization con¬ 
cerning the Dollar Steamship Lines, and I will ask 
you to examine those minutes and state whether you 
recognize the report to which I refer. A. Yes, 
this is the— 

Q. And calling your attention to the— 

Mr. Siegel: What was the answer of the witness? 
I am sorry, but I didn’t hear it. 

The Witness: Just a moment, please. Yes, I be¬ 
lieve this is the complete report. The copy of the 
report originally prepared was on legal-sized station¬ 
ery, and this is apparently condensed, but I believe it 
is the same report. This is on letter-sized paper, as 
well as part of it being photostated. 
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By Mr. Harrison: [299] 

Q. And did you present to the Commission at the 
time of that meeting a portion of the report which is 
included therein, Mr. Radner? A. Well, these 
minutes of August 25, which I reviewed at your 
request late yesterday, incorporate a statement which 
purports to summarize the verbal report to the Com¬ 
mission made by myself and Mr. Dunne and Mr. Law- 
rence. That summary I have reviewed; I am familiar 
with it. And I believe it is either an exact copy of the 
memorandum which we prepared for the Commis¬ 
sion, or represents a minute entry which I prepared 
after the meeting, one or the other. 

Q. Refreshing your recollection from the review 
of that report, and referring to it at the present time, 
is it a fact that you and Mr. Lawrence went to Cali¬ 
fornia on or about July 1, 1937? A. That is 
correct. 

Q. Was Mr. Dunne also with you at that time? 

A. Mr. Dunne joined us shortly after our arrival. 

Q. And it is a fact, is it, that while you were 
there, you demanded and were given access to the 
financial data of the corporations named in that re¬ 
port, some 19 of them appearing by name there? 

A. That is correct, as stated in the report. 

Q. And is it a fact that the financial statements 
which you prepared were delivered to the Dis- [300] 
trict Auditor for the Commission for checking? 

A. I believe the preliminary drafts of the report 
were checked as we went along, the preliminary 
drafts of the statements, were cheeked as we went 
along in our work. 
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Q. And that is the District Auditor for the Com¬ 
mission ? A. Mr. Butterfield, at that time. He 
is now dead. 

Q. And did you and Mr. Lawrence and Mr. Dunne 
prepare a prospective earning record of the com¬ 
panies? A. We did. 

Q. And did you from time to time forward to Mr. 
Truitt, General Counsel of the Commission, or Mr. 
Slacks, in Washington, the financial statements, fore¬ 
casts, and analyses which you prepared? 

A.. Yes. 

Q. Some 25 or more in number? A. Cor¬ 
rect. 

Q. Did you at that time conduct a general survey 
of the operations of the company, along with Mr. 
Lawrence and Mr. Dunne? A. That is right. 

Q. And was it your opinion, as a result of that, 
that after the proposed reorganization the Line could 
operate profitably, barring prolonged strikes or other 
unexpected catastrophes? A. That is [301] 

correct, as stated in the minutes. 

Q. And was it also an opinion of yours, based 
upon that survey and investigation, that in compari¬ 
son with other steamship operations the Line was 
efficiently and economically operated? 

A. That is correctly stated in the minutes. 

Q. I call your attention to one of the recommen¬ 
dations made, that the Commission’s collateral posi¬ 
tion could be improved by over $5 million, if the 
Commission obtained a blanket mortgage covering all 
the vessels. 

Will you explain that statement, Mr. Radner? 
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A. That has reference to item 5 in the list of items 
in this minute entry, and I believe that the Commis¬ 
sioner’s mortgage, instead of being a blanket mort¬ 
gage covering the entire fleet, consisted of separate 
mortgages covering portions of the fleet, so that the 
entire fleet was not subject to a lien for the full 
amount of the Government debt. And I think our 
suggestion here was that we have a blanket mortgage 
which would subject all of the vessels to all of the 
debt, thereby increasing the underlying collateral. 

Q. With respect to conclusion No. 4, was it also 
your opinion, based upon your investigation, that 
the executive personnel of the company was compe¬ 
tent ? A. Correct, as stated in item 4. 

Q. Calling your attention to the situation in 
Shanghai and vicinity, was it your conclusion [302] 
from vour investigation that the vessels of Dollar 
Steamship Line were then engaged in removing large 
numbers of American citizens from Shanghai, and it 
was important that these vessels be ready to render 
aid? A. Correct. That is stated right after 
item 6 of this minute entry. 

Q. And that was your conclusion? Is that cor¬ 
rect ? A. Correct. 

Q. At the time you and Messrs. Lawrence and 
Dunne were in San Francisco, was a plan submitted 
to Mr. Dollar and the Anglo California National 
Bank ? A. I am sorry. I just missed that ques¬ 
tion. 

Mr. Harrison (to the reporter): Would you please 
repeat it? 
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The Reporter (reading): “Question. At the time 
you and Messrs. Lawrence and Dunne were in San 
Francisco, was a plan submitted to Mr. Dollar and 
the Anglo California National Bank?” 

The Witness: That is correct. When you say the 
“plan”— 

By Mr. Harrison: 

Q. A plan. A. “A plan,” that is better. 

Q. And was there any expression on behalf of the 
Dollar Steamship Line, Incorporated, Limited, by 
Mr. Dollar, concerning its acceptability? 

A. Yes; Mr. Dollar indicated the plan was satis¬ 
factory to him. [303] 

Mr. Siegel: If the Court please, I object, unless 
they identify what plan they are referring to. 

The Court: The question related to a plan, with¬ 
out further identification. 

(To Mr. Harrison) I think you ought to. 

Mr. Harrison: I am sorry, Your Honor; I don’t 
have it. 

The Court: Then suppose we ask the witness what 
plan was submitted, if he knows. 

By Mr. Harrison: 

Q. Can you explain in general what the plan was, 
Mr. Radner? A. Well, we had developed a 
plan out there, which was recorded, I think, and is in 
the Co mmis sion’s files. It is, generally speaking, the 
same as the plan referred to in this minute entry of 
August 25, except for the extent of the participation 
by the Anglo California Bank. I believe that was the 
major change. 

In our first plan the Anglo California Bank was, 
I think, to completely forgive a part of its debt and 
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convert a substantial portion of the remainder into 
stock. But the plan, which is in the files, and which 
will speak for itself, I don’t remember the details. 
But that plan was written out and exhibited to Mr. 
Stanley Dollar personally, who studied it and advised 
us that the plan was satisfactory. [304] 

It was also reviewed with Mr. Herbert Fleish- 
hacker, who at that time was either president or vice 
president of the Anglo California Bank, and who 
gave us the impression that the plan was satisfactory 
to him. 

That is the original plan. 

Does that answer your question? 

Q. That is correct. Now, after your return to 
Washington, was that plan presented to the Commis¬ 
sion? A. Well, that original plan, as such, was 
discussed with the individual commissioners. But 
there was no formal presentation of it, I believe, be¬ 
cause it was modified, as this minute entry shows, 
rather soon after we got back. In fact, I think it was 
modified before Mr. Dunne got back. Mr. Dunne re¬ 
mained behind to clean up some of the odds and ends. 
But the plan submitted to the Commission formally 
was this plan recited in the minute entry of Au¬ 
gust 25. 

Q. After your return to Washington with Mr. 
Lawrence, did Mr. Dollar come to Washington, at 
your suggestion? A. Yes. The minute entry 
recites that. There were certain difficulties presented, 
and at our request they came here to confer about 
the problem. 

Q. And did you have consultations at that time 
from time to time with Mr. Dollar and Mr. Lawrence, 
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concerning modifications of the plan? A. That 
is correct. [305] 

Q. And, as a result, you presented the plan which 
appears in the minutes of August 25, 1937? Is that 
correct? A. That is right. 

Q. In connection with that plan, is it a fact— 
and I call your attention to section 16 of the plan 
itself—that an essential feature of it was the release 
of the withheld mail pay? A. Yes, definitely. 
By “release/' you mean the payment to the com¬ 
pany ? 

Q. Yes. A. That is right. 

Q. Now, calling your attention to the balance 
sheet attached to the plan, particularly under the title 
“Assets," may I call your attention to the statement, 
under the column, “Present Company, Dollar of 
Delaware, June 30,” “Vessels, Net, Present Net 
Book 26,100,”—$17,900,000—and I will ask you if 
that was your opinion concerning the market value 
of these ships— 

Mr. Siegel: Objection. 

Mr. Harrison: Pardon me. 

The Court: That question isn’t finished, is it? 

Mr. Harrison (to the reporter) : Would you mind? 

The Reporter (reading): “Question. Now, calling 
your attention to the balance sheet attached to the 
plan, particularly under the title “Assets,” [306] 
may I call your attention to the statement, under the 
column, “Present Company, Dollar of Delaware, 
June 30,” “Vessels, Net, Present Net Book 26,100,” 
—$17,900,000—and I will ask you if that was your 
opinion concerning the market value of these 
ships—” 
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By Mr. Harrison : 

Q. I will ask you— 

Mr. Siegel: We object to the question, on the 
grounds it has not been shown the witness is qualified 
to express an opinion on value. 

The Court: Please; he has called the attention of 
the witness to what is in the report and now asks 
him, having done that, he is going to ask the question. 
I don’t know what the question is, yet, Mr. Siegel. 

Mr. Siegel: I assume he is going to ask his opin¬ 
ion. 

The Court: Well, let us have the full question in 
the record. 

By Mr. Harrison: 

Q. I will ask you if that is the opinion you pre¬ 
sented to the Commission, based upon the confer¬ 
ences with the appraisers mentioned in your report, 
both Mr. Brierly of the Commission and Mr. Mauss- 
hardt of the Commission, and by Captain Pillsbury ? 

A. May I answer that by just telling you how we 
arrived at that figure? The ships that were to be the 
assets of the consolidated company, at a net [307] 
book value at the time we were working on this prob¬ 
lem, of $26,100,000—that “26,100”—I think was in¬ 
tended to be $26,100,000—we wrote those down to 
$21,400,000. 

In arriving at our conclusion as to the figure to be 
put in the consolidated balance sheet for these ships, 
we had three appraisals made. And we asked Mr. 
Dollar, as I recall it, to give us an independent ap¬ 
praisal from a commercial appraiser, and he did that, 
the appraiser being Mr. Pillsbury. 
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Then we asked Mr. Mausshardt, district manager at 
that time of the Maritime Commission, who un¬ 
fortunately is dead now, to give us his view of the 
value of the ships. And we then asked, and I think 
we must have teletyped this to the Commission, we 
asked the Maritime Commission Washington staff, 
meaning particularly Mr. Brierly, I believe, to give 
us their views on the appraisals. 

We had preliminary informal reports on the values 
from all of these three sources, and we then put our 
value down, which was lower, I think, than any other, 
than any of the three. Because at that stage to use 
our own judgment and put down what we thought 
was a reasonable, safe figure. That is how the $21,- 
400,000 figure appears in this proforma. 

Q. And that twenty-one million dollar figure you 
mentioned represented the combined ships of Ameri¬ 
can Mail Line and the Dollar Line? Is that correct? 

A. Yes, of all the companies to be consoli- [308] 
dated. In fact, I am not sure but that it represents a 
little Philippine ship; the plan will show it. 

Q. And the $17,900,000 figure representing the 
ships of Dollar of Delaware alone ? A. That is 
correct. There was to be considerably more tonnage 
in the consolidated company. 

The Court: What do you mean by the expression 
“pro forma” in this connection? 

The Witness: “Pro forma” means our conception 
of what the financial structure of the company would 
be, after the consolidation. 

By Mr. Harrison: [309] 

Q. Calling your attention to the next to the last 
paragraph in your report, Mr. Radner, was it your 
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opinion at that time that the plan of reorganization 
as submitted by the Dollar interests appeared to be 
the most feasible and practical method available to 
provide reasonable assurance of continued operation 
of the extensive and important services, as well as 
protection of the Commission’s investment in the 
fleet ? A. That is correct. 

Q. Did you ever have occasion to alter that opin¬ 
ion, Mr. Radner ? A. As to this plan, no. 

Q. Was the Long Range Subsidy Committee ever 
consulted with reference to the offset of mail pay 
against the mortgage indebtedness of Dollar of Dela¬ 
ware to the Maritime Commission? A. Well, 
I believe not. That is, I was shown—it is my recol¬ 
lection that I personally was not consulted by the 
Commission, and I believe the minute entry of the 
meeting at which the decision to offset was taken, 
which was in effect the repudiation of this plan, was 
taken in my absence. I think the minutes shown me 
yesterday indicate I was not present, and my recol¬ 
lection is that I was not present. 

Q. Did the Commission ever advise the Long 
Range Subsidy Committee, or its chairman, of the 
reason for the offset? [310) A. Well, the Com¬ 
mission wouldn’t usually advise— 

Mr. Harrison: I have no further questions. 

Cross Examination 

By Mr. Siegel: 

Q. Mr. Radner, in the interests of clarity, may we 
identify the reports that are referred to in the minute 
you have before you?— 

There is, first, an oral or verbal report made by 
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you, or Mr. Dunne, or Mr. Lawrence, or all three com¬ 
bined, which appears on the first three and a half 
pages of the minute you have before you. Is that 
correct? A. That is right. 

Q. And thereafter there follows— 

A. By the way, that is correct, except I am not 
sure it was verbal; it may have been written. If you 
say it was verbal, I accept the statement. 

Q. I am not testifying, Mr. Radner, but if you 
wish to ask me, that is my best understanding 
about it. 

Now, Mr. Radner, there follows this report which 
was possibly verbal, a report which was undoubtedly 
a written report?—is that correct?—submitted by 
Mr. Lawrence? A. That is right. 

Q. I don't know what copy you have, but in the 
copies I have, that report is paginated according to 
the pagination of the Maritime Commission [311] 
minutes, pages 1496 through 1509. A. Well, 
this report has similar pagination—the copy I have 
in my hand here—1510. No; that is right. 

Q. The report ends on 1509? A. The re¬ 
port ends on 1509; you are right. 

Q. Correct. Now, Mr. Radner, turning first to the 
report, which in the interests of clarity we will call 
the verbal report, I invite your attention to a state¬ 
ment appearing on page 2, or on the second page, of 
the minute, which begins in the second paragraph of 
that page, reading as follows: 

“At the end of June, when it became apparent that 
slight progress was being made and that the situation 
was becoming critical, as outlined in the minutes of 
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July 1, the Commission had sent Mr. Radner and Mr. 
Lawrence to California/’ and so forth. 

This referred to the minutes of the Maritime Com¬ 
mission of July 1, 1937. Were you present at the 
meeting of the Maritime Commission July 1, 1937? 

A. I haven't those minutes. May I see the min¬ 
utes? 

Q. Mr. Radner, I show you a document which is 
identified in the stipulation of the parties as docu¬ 
ment 2-F-l, and which purports to be the minutes of 
the Maritime Commission of July 1, 1937, and ask 
you whether, on examination of that minute entry, 
your recollection is refreshed as to whether, A, you 
were present at the meeting in question and, [312] 
B, what occurred at that meeting? A. Well, 
I have no recollection of this particular meeting; but 
it records my presence. If you want to know exactly 
my recollection of the events, I will let you have it, 
but my recollection is not the same as this. 

Q. You do not recall a meeting of July 1, 1937? 

A. No. My recollection of what, of how I was dis¬ 
patched to San Francisco, was by telephone from 
Mr. Kennedy’s office to my office, followed by verbal 
discussion with Mr. Kennedy. Presumably it was 
ratified by Commission action. But that is my recol¬ 
lection of how it happened. 

Q. At all events, you were dispatched to Cali¬ 
fornia by order of the Commission? A. That 
is right. 

Q. And the fact was, was it not, that the Commis¬ 
sion had received a report from its staff that the 
financial condition of the company as of June 30, 
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1930, the effective date of the termination of the mail 
contracts held by Dollar Steamship Line, was too 
weak to enable the Commission to make a finding that 
the company was financially qualified under the 
statute for subsidy? A. If any such report was 
made by the Long Range Subsidy Committee, of 
which 1 was chairman, it will be reflected in the mem¬ 
orandum. 

Q. Was there a Long Range Subsidy Com- [313] 
mittee on July 1, 1937, Mr. Radner? A. I am 
not sure of the date we were created. I will accept 
your statement of that date, whatever the record 
shows for the date. 

Q. The essence of the matter is you do not recall 
what occurred at the meeting of the Commission July 
1, 1937? A. That is right. You will note I am 
not quoted in these minutes as having participated, 
but I am noted in the minutes as having been present. 

Q. Very well, Mr. Radner, you went to San Fran¬ 
cisco and you testified upon arrival you request and 
were given access to the financial data relating to a 
number of companies listed in the minutes of Au¬ 
gust 25, 1937? A. That is right. 

Q. It is a fact, is it not, that at first Mr. Dollar 
declined to make available to the Commission— 

The Court: I don 7 t think we ought to go into that, 
Mr. Siegel. 

Mr. Siegel: Very well, Your Honor. 

The Court: In other words, there is no doubt 
about it that this gentleman did go to San Francisco, 
and he did make the report. 

Mr. Siegel: That is correct, Your Honor. 
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The Court: And that report is in evidence. 

Mr. Siegel: That is correct, Your Honor. [314] 

The Court: And now, as to whether or not Mr. 
Dollar first declined or demurred, or whether or not 
there was some jockeying back and forth, that won’t 
be helpful here. 

Mr. Siegel: The impression is sought to be given, 
Your Honor, that the delays in the subsidizing of the 
company were due to the neglect of the Maritime 
Commission. 

The Court: No; I am assuming now, from the 
state of the evidence as it is before me at this junc¬ 
ture, that there was a great deal of give and take on 
both sides. The Maritime Commission most certainly, 
presumably, was looking out for the interests of the 
Government, and Mr. Dollar, on his part, was trying 
to make as fair a bargain as could be done. 

Mr. Siegel: That is an entirely fair statement of 
the matter, as we see it, Your Honor. 

By Mr. Siegel: 

Q. Mr. Radner, I show you a photostatic copy of 
what purports to be a report by you, Mr. Dunne, and 
Mr. Lawrence, to Mr. Joseph R. Sheehan, Executive 
Director of the United States Maritime Commission, 
dated January 4, 1938, to which there are attached 
exhibits A, B, C, D, E, and F, and I will ask you 
whether the signature, “William Radner,” which 
appears on the last page, or on page 9 of the report, 
as distinguished from the exhibits, is in fact your 
signature? 

Mr. Harrison: May I ask whether or not a copy 
of that has been furnished to plaintiffs’ coun- [3151 
sel, Mr. Siegel? 
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Mr. Siegel: It has not. It was not requested. 

Mr. Harrison: Oh, I am sorry. We misunderstood 
the stipulation on file with the Court, and thought 
it called for the production of such documents. May 
I see it now? 

Mr. Siegel: You will be given the opportunity. 
May I explain this? I thought I had brought the 
original to the courtroom, and it appears it is not 
here. I have two copies here, and you will be given a 
copy. 

Mr. Harrison: May I see it before it is shown to 
the witness? 

Mr. Siegel: After I have the signature identified, 
Mr. Harrison, I will be glad to show it to you. 

The Witness: That is my signature. 

By Mr. Siegel: 

Q. And you did submit such a report to Mr. 
Sheehan ? A. May I look through that? 

The Court: This was a report submitted to Mr. 
Sheehan ? 

Mr. Siegel: That is correct, Your Honor. 

The Court: And his capacity at that time ? 

Mr. Siegel: Executive Director of the Maritime 
Commission. 

The Witness: Yes, this is a report that I prepared, 
at Mr. Sheehan's request, at the time, or just before, 
1 believe, that we all left for the West Coast; or 
maybe it was while we were out there; I have forgot¬ 
ten. It doesn't report to the Commission. It was [316] 
just a background summary for use in meeting criti¬ 
cism from any possible source. 

Mr. Harrison: I am sorry; what was that last? 






vs. Emory S. Land, et al 


561 


The Court: I didn’t get that—a sort of report for 
the purpose of meeting criticism that might develop 
from whom ? 

The Witness: That might develop from any 
source. That is the reason Mr. Sheehan asked me to 
prepare it. 

The Court: You mean criticism of the report? 

The Witness: No—criticism of the committee’s 
action. 

The Court: Now, Mr. Radner, you have me a little 
confused. I understood you made an original report, 
and that is the rej^ort of August 8, 1937 ? 

The Witness: That is right. 

The Court: And subsequently on July 4, 1938, 
having identified this document here, you made a 
report, presumably of an official character, addressed 
to Mr. Sheehan, who at that time was the Secretary 
and Director of the Maritime Commission, and that 
report was designed for what purpose ? 

The Witness: I think, Your Honor, you have the 
dates a little off. That is— 

(To Mr. Siegel:) What is the date? 

Mr. Siegel: January 4, 1938. 

The Court: I am sorry. I thought you said July, 
but it is January, January 4, 1938. [317] 

The Witness: I recall Mr. Sheehan called me in 
the office and said at that time there was danger the 
Dollar operation would collapse, or words to that ef¬ 
fect, and he wanted to have a complete record which 
he could use in meeting any criticism the Maritime 
Commission might suffer in the event things didn’t 
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go right. T prepared that report to him, a sort of 
factual summary of what had transpired. 

By Mr. Siegel: 

Q. A truthful summary— 

Mr. Harrison: May it please the Court— 

The Court : Yes. 

Mr. Harrison: In view of the fact that counsel 
overlooked furnishing us with this, and in view of 
the fact that the questions are now directed to the 
introduction of a document of an enormous number 
of pages, I would like an opportunity to glance 
through it. 

The Court: I assumed this would be offered to 
impeach the witness. 

Mr. Siegel: If Your Honor pleases, it may also 
be for the purpose of establishing the truth of the 
matters asserted here. But I have not offered any 
part of it at the present time. 

The Court: An identification that it is his own 
report? 

Mr. Siegel: That is all. And before the [318] 
document, or any part of it, is offered in evidence, 
of course Mr. Harrison will be furnished it and have 
an opportunity to look at it—and, more than that, 
T have just now offered him an opportunity to ex¬ 
amine the copy I have marked up, not having a third 
copy with me, which he may look at if he so desires. 

The Court: I am only concerned with the present 
posture of the matter. I understand your present 
purpose is merely to have it identified by the witness ? 

Mr. Siegel: That is correct, Your Honor. 

The Court: And characterize it as to what it is? 
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Mr. Siegel: That is right. 

The Witness: I might ask, if there is any attempt 
by the Government to impeach anything I have said, 
I would like to know it. 

By Mr. Siegel: 

Q. In this report? A. In this report. 

Q. That report is a true statement of the facts, 
is it not, Mr. Radner? A. Well, what I asked 
you, because the Court used “impeach.” I haven’t 
had a chance to run through this copy, but I would 
say this is a true report, and I would say all the 
statements in the earlier report are entirely con¬ 
sistent with the statements in this report. [319] 

Mr. Siegel: If the Court please, I would like to 
have the report itself, exclusive of the exhibits, 
marked as Defendants’ Exhibit 1 for identification. 

The Court: That may be done. 

(The report dated January 4, 1938, exclusive 
of the exhibits attached thereto, was accordingly 
marked for identification as Defendants’ Ex¬ 
hibit No. 1.) 

By Mr. Siegel: 

Q. Now, Mr. Radner, I call your attention to a 
document marked “Exhibit A” to the report of Jan¬ 
uary 4,1938, and ask you whether or not that report, 
marked Exhibit A, was not in fact the first prelimi¬ 
nary plan submitted to Mr. Dollar and to the Anglo 
Bank, when you were first in San Francisco? 

A. This seems to be the original plan; and, if it 
is so identified in the text, I would accept it as such. 
I haven’t had a chance to check it. 
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Q. Now, when you returned from San Francisco, 
Mr. Radner, you received a report from Mr. Dunne, 
did you not, that the plan which you had proposed to 
the Dollar and Fleishhacker interests in San Fran¬ 
cisco, and which you understood both the Dollar and 
Fleishhacker interests had agreed to in principle, 
were no longer agreed to by the Fleishhacker inter¬ 
ests ? Is that correct? 

Mr. Harrison: I object to the question, as [320] 
calling for a conclusion of the witness, and hearsay. 
I have no objection to any conference had. 

Mr. Siegel: 1 am only asking if he received such 
a report. 

Mr. Harrison: Might I ask for a ruling, may it 
please the Court? 

The Court: I assume the report, would be the best 
evidence, would it not? 

Mr. Siegel: I believe the answer would be, an 
oral report, if the Court please. 

The Court: I will sustain the objection. 

By Mr. Siegel: 

Q. Now, Mr. Radner, after your return from San 
Francisco, you received a letter, did you not, from the 
Dollar Steamship Line, dated August 6, 1937, which 
purported to summarize the position of that com¬ 
pany and the Bank in regard to the reorganization? 

A. You will have to give me a chance to read the 
letter and the text. 

Q. I will ask you whether or not the document 
marked Exhibit B to your report of January 4,1938, 
is the letter of August 6, 1937, referred to in your 
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memorandum. A. Where is it referred to in 
the memorandum? 

Q. It is referred to on page 6 (handing to the 
witness). 

A. Yes, this seems to be a letter that was [321] 
received by the General Counsel, and is the item 
referred to as Exhibit B, page 6, of the covering 
memorandum to Mr. Sheehan. 

Q. And it is the letter to which the comments in 
vour memorandum of January 4, 1938, on page 6, 
are ,directed ? Is that correct? A. Yes. 

Mr. Siegel: Now, if Your Honor please, may I at 
this time request that the document identified as Ex¬ 
hibit A to the report, be marked as Defendants’ 
Exhibit No. 2 for identification; and the document 
identified as Exhibit B to Mr. Radner’s report of 
January 4, 1938, be marked for identification as De¬ 
fendants’ Exhibit 3 at this time? 

The Court: Let me ask this question: I under¬ 
stood from the testimony of this witness that he made 
a report, in which certain recommendations were 
made, as of August 8, 1937. He has testified he has 
never altered the opinion expressed in that report. 

He has further testified, if my recollection is cor¬ 
rect, that the offset idea was a repudiation of the plan 
submitted in that report. 

He has further testified that the Dollar interests 
had indicated categorically they were satisfied with 
the plan. 

He has further testified he got the impression that 
the officials of the Anglo California Bank were satis¬ 
fied with the plan. [322] 
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I have drawn the inference, up to now, that this 

plan never was gone through. 

#*•*** 

The Court: You have offered the documents [324] 
for identification only? 

Mr. Siegel: That is correct, Your Honor. [325] 

The Court: And you have not offered them as yet; 
and, if you do offer them, I will accept them. 

Mr. Siegel: There are only one or two others, if 
the Court please, I wanted to identify, and that is all 
I wanted to do with this witness. I do not, however, 
wish to trespass on the time of the Court on an issue 
the Court deems irrevelant. I do wish, however, to 
identify any document that may become irrevelant 
in the further development of the case. 

The Court: All right. 

(The document entitled “Outline of Proposed 
Reorganization of the Dollar Lines,’’ heretofore 
identified as Exhibit A to the report of January 
4, 1938, was accordingly marked for identifica¬ 
tion as Defendants’ Exhibit No. 2.) 

(The letter of August 6, 1937, Dollar Steam¬ 
ship Lines to General Counsel Truitt, heretofore 
identified as Exhibit B to the report of January 
4, 1938, was accordingly marked for identifica¬ 
tion as Defendants’ Exhibit No. 3.) 

By Mr. Siegel: 

Q. Mr. Radner, I invite your attention to a state¬ 
ment appearing on page 8 of your report to Mr. 
Sheehan, of January 4, 1938, in which reference is 
made to a plan of reorganization and preparation of 
a pro forma balance sheet and explanatory state- 
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merits in connection therewith, and the identification 
of these documents as the Exhibit C to this report. 
And I will ask you to examine that statement [326] 
on page 8, and the Exhibit C attached to this report, 
and state whether or not such Exhibit C is in fact 
the document referred to on page 8 of the report. 

Mr. Harrison: May I ask the Court to ask counsel 
whether Exhibit C is the identical document as ap¬ 
pears in the minutes of August 25, 1937, and already 
in evidence ? 

Mr. Siegel: Not in all respects, Mr. Harrison. 

The Witness: Exhibit C, that is the original plan 
of reorganization, while I was in California, wasn’t 
it? 

By Mr. Siegel: 

Q. Exhibit A is the one you have identified as the 
original plan. Exhibit C is the one identified in 
your report of January 4, 1938, as the statements, 
analyses, and so forth, which you submitted to the 
Commission after your subsequent negotiations in 
Washington? 

A. Then that should be the same as reported be¬ 
fore the Commission on August 25. 

Mr. Harrison: May it please the Court, we have 
just, checked this with counsel, and cannot find any 
difference. 

By Mr. Siegel: 

Q. Mr. Radner, I invite your attention to a docu¬ 
ment which, together with the cover page thereof, is 
included as a part of Exhibit C, being four pages in 
length, and which is entitled “Preliminary Report 
on Proposed Consolidation of Dollar Companies.” 
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And ask you whether or not such report was in [327] 
fact prepared and represented your opinion ? 

A. Where does “C” start? 

Q. That is right here (indicating). A. Oh, 
yes, I remember this. This is a supplemental report 
showing how we arrived at the plan itself, as I recall 
it—the plan itself being the first part, of Exhibit C. 

Q. And it correctly states your opinion ? 

Mr. Harrison: I have not had an opportunity to 
examine all the opinions stated therein, and, may it 
please the Court, ask an opportunity to examine the 
document and the opinions before we go into it. 

The Court : The supplementary report addresses 
itself to which plan? Are you talking about the origi¬ 
nal plan proposed in the report of August 8, 1937 ? 

The Witness: Just a minute, now. This report is 
attached— 

The Court: I tell you, gentlemen, instead of tak¬ 
ing the recess at 11:15, we will take it now, and you 
can get this thing straightened out. 

(Following the recess*.) 

Mr. Siegel: If the Court please, just before the 
recess I had asked the witness whether he could 
identify the document marked Exhibit C to this re¬ 
port of January 4,1938, as being in fact the Exhibit 
referred to in his report of January 4,1938, marked 
as Defendants ? Exhibit No. 1 for identification. [328] 

By Mr. Siegel: 

Q. I will ask the witness whether during the 
recess he has had an opportunity to examine the 
Exhibit C, so-called, and whether he can now identify 
same. A. I have, and I identify it as the Ex¬ 
hibit C in the report. 
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Q. Including the four-page document headed 
“Preliminary Report on Proposed Consolidation of 
Dollar Companies”? A. That is right. 

Q. That report was prepared by Mr. Lawrence? 

A. Well, the report was itself prepared by Mr. 
Lawrence, and was approved by me and others, 
therein indicated. 

Mr. Siegel: If the Court please, we would like at 
this time to offer Defendants’ Exhibit 1, the docu¬ 
ment which has been marked for identification as 
Defendants’ Exhibit No. 1, and which is the report 
of Radner, Dunne, and Lawrence to Mr. Sheehan, 
dated January 4, 1938. 

The Court: Admitted. 

(The report dated January 4, 1938, to Mr. 
Sheehan, heretofore marked for identification as 
Defendants’ Exhibit No. 1, was accordingly re¬ 
ceived in evidence.) 

Mr. Siegel: We now offer as Defendants’ Exhibit 
No. 2 the document identified as Exhibit A to De¬ 
fendants’ Exhibit 1, and which is now marked as 
Defendants’ Exhibit 2 for identification. [329] 

The Court: Admitted. 

(The document identified as Exhibit A to 
Defendants’ Exhibit No. 1, heretofore marked 
for identification as Defendants’ Exhibit No. 2, 
was accordingly received in evidence.) 

Mr. Siegel: We offer as Defendants’ Exhibit No. 
3 the document marked Exhibit B to Defendants’ 
Exhibit 1, and which is now marked No. 3 for identi¬ 
fication. 
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The Court: Admitted. 

(The letter dated August 6, 1937, heretofore 
identified as Exhibit B to Defendants’ Exhibit 
No. 1 was accordingly received in evidence as 
Defendants’ Exhibit No. 3.) 

Mr. Siegel: And we offer in evidence as Defend¬ 
ants ’ Exhibit 4 the document marked Exhibit C to 
Defendants’ Exhibit 1. 

The Court: Admitted. 

(The document identified as Exhibit C to De¬ 
fendants’ Exhibit 1 was accordingly marked as 
Defendants’ Exhibit No. 4 and received in evid- 
dence.) 

The Court: Does that complete the cross? 

Mr. Siegel: Yes, sir. 

The Court: Is there any redirect ? 

Mr. Harrison: Yes, sir, if it please the Court. 

Redirect Examination [330] 

By Mr. Harrison: 

Q. Referring to the document dated January 4, 
1938, to which you have just testified, I find a docu¬ 
ment marked Exhibit D attached thereto. Is that re¬ 
ferred to in the memorandum also ?—being a minute 
entry. A. Oh, yes. Exhibit D is the minute 
entry of August 25,1 believe. 

Q. Of the United States Maritime Commission? 

A. Of the United States Maritime Commission. 

Q. Relating to your report? A. That is 

right 

Mr. Harrison: We offer that in evidence, may it 
please the Court, and ask that it be marked the plain¬ 
tiffs’ exhibit next in order. 



vs. Emory S. Land, at al 


571 


Mr. Siegel: If the Court please, is that being 
offered in evidence as Mr. Radner’s draft of it, or 
as the Maritime Commission minute entry itself? 

The Court: I drew the inference from what was 
said that it purports to be a copy of the Maritime 
Commission minute entry. 

Mr. Siegel: If it please the Court, on exam- [331] 
ination it will be found there are some differences, 
and the witness would want to examine it to see if it 
is identical. If it is identical, there would be no pur¬ 
pose for offering it in evidence, and if it is not iden¬ 
tical, it should not be received. 

Mr. Harrison: The purpose is that this is a docu¬ 
ment from which and as to which the witness has 
testified, and we wish merely to complete the docu¬ 
ment. 

The Court: Admitted. 

(The minute entry dated August 25, 1937, 
heretofore identified as Exhibit D to the report 
of January 4, 1938, was accordingly marked 
and received in evidence as Plaintiff’s Exhibit 
No. 42.) 

By Mr. Harrison: 

Q. Showing you also, Mr. Radner, the document 
marked as Exhibit E, is that also incorporated and 
made a part of your report? A. Yes, that is 
referred to by symbol E in the covering memo¬ 
randum. 

Mr. Harrison: We ask that that be admitted in 
evidence also, as the plaintiff’s exhibit next in 
number. 

The Court: The same ruling. 
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(The document identified as Exhibit E [332] 
to the report of January 4, 1938, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiff's Exhibit No. 43.) 

By Mr. Harrison: 

Q. Prior to the time that your August 25, 1937, 
report was made to the Commission, was any defini¬ 
tive action taken by yourself or Mr. Dunne or Mr. 
Lawrence, or by the Commission, concerning what, 
if any, action would be necessary to qualify Dollar 
of Delaware for a temporary subsidy as distin¬ 
guished from a permanent subsidy? A. No. I 
think our reports, our recommendations, contem¬ 
plated a temporary subsidy. I think we were at 
that stage dealing with a temporary subsidy. 

The Court: May I interpolate here—D is num¬ 
ber 42, and E is number 43 ? 

The Deputy Clerk: Yes, sir. 

The Witness: The Commission had not taken 
any action on a temporary subsidy, according to 
my best recollection. That was the mission on which 
we were sent out there. 

By Mr. Harrison: 

Q. There is one more document, Mr. Radner, 
attached to the report on which you testified on 
cross-examination, identified as Exhibit F attached 
thereto, and I will ask you if that is the exhibit 
referred to in your report by that reference? 

A. Yes, that is the exhibit referred to in [333] 
the report under reference F. 

Mr. Harrison: We offer it in evidence and ask 
that it be marked and received in evidence as the 
plaintiff’s exhibit next in order. 
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The Court: That will be done. 

(The document identified as Exhibit F to the 
report dated January 4, 1938, was accordingly 
marked and received in evidence as Plaintiff’s 
Exhibit No. 44.) 

The Court: Is there any recross? 

Mr. Siegel: No recross, if the Court please. 

The Court: You are excused, Mr. Radner. 

(Witness excused.) 

Mr. Harrison: May it please the Court, pro¬ 
ceeding from this point, may I merely just note 
what we were doing yesterday, before resuming? 

We had introduced, as an exhibit for the plain¬ 
tiffs, the minutes of the Maritime Commission 
for October 22, 1937, from which it appeared that 
after the setoff of the mail pay, Mr. Dollar imme¬ 
diately came to Washington and there proposed 
that Dollar of Delaware be given the opportunity 
to attempt to submit a new plan, which would meet 
with the approval of the Commission and avoid 
bankruptcy proceedings; that at that meeting a plan 
was contemplated as a substitute for the amount of 
mail pay which had been offset, the refunding [334] 
of debts of creditors, including trade credits but 
excluding the Commission, whereby they would 
aecept. in whole or in part shares of stock of the 
company in lieu of the indebtedness, and at which 
time it was represented to the Commission that it 
would be fruitless to proceed with such a plan unless 
there were a loan of one million dollars against pre¬ 
ferred mortgages for the purpose of meeting the 
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needs of the company with reference to safety-at-sea 
regulations. 

Thereafter we introduced in evidence, just prior 
to the close, the minutes of the meeting of the Mari¬ 
time Commission at December 8, 1937, from which 
it appears that Mr. Dollar returned to San Fran¬ 
cisco; that three representatives of the Commis¬ 
sion there conferred with him concerning this char¬ 
acter of plan, and delivered to him on October 29 
a statement of the conditions which they required 
as a condition to approval by the Commission, in¬ 
cluding, it will be recalled, the surrender of a mil¬ 
lion dollars by the Anglo California Bank for 
shares of stock, the extension of the balance of their 
debt of $1,800,000, and with a reduction of interest 
from 6 to 3% per cent, the stock to be issued in 
whole or in part for the debts owing to companies 
in which the Dollars had an interest; the Robert 
Dollar shipping facilities to be made available to the 
Commission at cost, and trade creditors to surrender 
their claims in part for cash and in part for shares. 

The Court: That is what was included in [335] 
the paragraph of the minutes you offered yester¬ 
day? 

Mr. Harrison: Yes, your Honor, in the min¬ 
utes reporting the letter of October 29, setting 
forth the original demands. 

And the Commission, on the other hand, was to 
extend the maturity of its debt, to advance a mil¬ 
lion dollars, and grant an advance subsidy—the 
million dollars being the repair program. 

In the same minutes there appears, and we had 
read just at that point, when the Court adjourned. 
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a subsequent letter of November 24—in fact, two 
letters of that date—from the representatives of 
the Commission delivered to the representatives 
of Dollar of Delaware in San Francisco. 

The first of those letters recited the fact that the 
consents of the bank and the trade creditors had 
then been obtained to their part of the plan. It 
stated that it would be necessary to raise $500,000, 
and in this particular connection there is no refer¬ 
ence in the letter of the representative of the Com¬ 
mission to the Reconstruction Finance Corpora¬ 
tion— 

Third, the transfer of the shipping facilities of 
Dollar of Delaware. 

Fourth, a surrender of debts by the so-called affili¬ 
ated or Dollar companies, in exchange for stock; 
and a new provision that a new board of direc- [336] 
tors satisfactory to the Commission, with a vice 
president and member of the directors named by 
the Commission. 

On the 26th of November this was replied to, 
by Dollar of Delaware. And that communication 
again appears in the minutes of December 8, in 
which they acknowledge the letters and a supple¬ 
mental letter concerning the change in the require¬ 
ment concerning the board of directors, noting in 
their reply specifically that— 

“We also appreciate your subsequent advices that 
the language used in respect to the authority to be 
vested in the vice president was not intended to 
vest in him full control and management of the com¬ 
pany”— 

Which particular language we will argue has spe- 
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eial relevance in the final agreement, as contrasted 
with that agreement, getting full control and mam 
agement. 

A perusal of that reply shows that at that point 
the only serious point of difference between Dollar 
of Delaware and the Commission arose out of the 
insistence that the stockholders raise $500,000 addi¬ 
tional capital, to which the company replied in that 
last letter that Mr. Dollar could not raise more 
than $350,000. 

There were other apparent differences, but they 
are all minor in importance. But he stated in that 
letter that although he could not raise the $500,000 
that he would make every effort to increase [337] 
the cash balances of the company to $400,000 at 
the time the subsidy attached. 

We next proceed to present to the Court another 
copy of a document which the Court does not have 
in its possession, but which should be there, because 
it constitutes Exhibit A attached to the answer of 
the defendants; and since it also has apparently van¬ 
ished in the files of the Supreme Court, we will ask 
by stipulation the document I now tender to the 
Clerk of this Court may be deemed to be Exhibit 
A attached to the answer of the defendants. 

Mr. Siegel: It is so stipulated. 

Mr. Harrison: There are one or two minor 
preliminaries we may clean up, with reference to 
the record, may it please the Court? 

The Court: Yes. 

* * * * * 

Mr. Lasky: Also, may it please the Court, in 
examining the transcript of the record we find 
what appears to be an oversight When the Docu- 
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ment 2-G-10, 2-G-ll, and 2-G-12 were produced— 

The Court: Wait a minute. 

Mr. Laskv: 2-G-10 was Commissioner Truitt’s 
report. 

The Court: That is right. 

Mr. Lasky: You will recall Mr. Harrison offered 
only a page or two from it, and did not offer 2-G-ll 
and 2-G-12; and your Honor, on your motion, 
brought them into the record. And it was made 
clear, we thought, that they would not be made 
exhibits with numbering as Plaintiff’s Exhibits, 
because they were not; but it appears they have been 
labeled as Plaintiff’s Exhibits 21 and 22. We would 
like to have that corrected, if it please the Court. 

The Court: That will be changed. 

(The report dated September 21, 1938, here¬ 
tofore identified as Document 2-G-ll, and in¬ 
correctly designated when its receipt in evi¬ 
dence was noted on Page 171 hereof, is to be 
correctly designated as Exhibit No. 21.) 

(The memorandum dated September 22, 1938, 
heretofore identified as Document 2-G-12, and 
incorrectly designated when marked and re¬ 
ceived in evidence on page 171 of this record, is 
to be correctly designated as Exhibit No. 22.) 

Mr. Lasky: One other matter, and it may [339] 
have been an inadvertence of Mr. Harrison’s expres¬ 
sion, or an inadvertence in the way it was recorded 
—at page 60 of the transcript, when Mr. Harrison 
first referred to the stipulation of facts, he is re¬ 
ported as having said, “This is quoting from the 
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stipulation of facts, which we now wish to place in 
evidence in the record.’’ 

Actually, we have not placed the stipulation of 
facts in evidence, but from time to time we have 
placed portions of it in the record. 

The Court: I think the language is not quite 
clear, but T understood it the way it was stated. 

In other words, the stipulation itself is not in the 
record ? 

Mr. Lasky: That is right. 

The Court : But, by virtue of the stipulation, he 
is putting certain things that have been stipulated 
into the record. 

Mr. Lasky: That is right. Thank you, your 
Honor. 

Mr. Harrison: May it please the Court, may I 
request counsel at his earliest convenience to pro¬ 
duce the original report of Messrs. Houlihan and 
Truitt, appearing in the minutes of the Maritime 
Commission, December 8, 1937 ? The reason for that 
is that the final exhibit being a letter which was to 
be sent to Dollar of Delaware, it is not attached, 
and it refers to the form of letter actually sent the 
following day. And from examining the minutes, 
we apprehend there may be a substantial dif- [340] 
ference between the two documents, and there may 
not be. We would appreciate it if we would have a 
chance to see it. 

Mr. Siegel: Is your request for the document 
not set forth there, that is to say, Exhibit E, which 
we had thought was in the letter of Mr. Kennedy? 

Mr. Harrison: No—the report of Messrs Houli¬ 
han and Truitt, part of the minutes of the meeting 
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December 8, 1937. We would like to see the report 
itself. 

* * * * * 

Mr. Harrison: At this time, may it please [341] 
the Court, we offer in evidence an original letter 
dated December 9, 1937, addressed to Dollar Steam¬ 
ship Lines, Incorporated, Limited, signed “Joseph 
P. Kennedy, Chairman.” 

The Court: Very well. 

(The letter December 9,1937, Chairman Ken¬ 
nedy to Dollar Steamship Lines, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs 7 Exhibit No. 45.) 


[Plaintiffs’ Exhibit No. 45 reads as follows:] 

December 9, 1937. 

Dollar Steamship Lines, Inc., Ltd., 

Robert Dollar Building, 

San Francisco, California. 

Attention: Mr. R. Stanley Dollar, President. 

Gentlemen: The Commission has given consid¬ 
eration to the minimum terms and conditions upon 
which it deems it would be justified in entering 
into an agreement granting your company an oper¬ 
ating-differential subsidy under Title VI of the 
Merchant Marine Act, 1936. 

We understand that substantially all of your 
trade creditors, other than inter-line accounts, 
whose respective accounts amounted to over $2,000 
as of October 28, 1937, and whose aggregate ac¬ 
counts amounted to approximately $1,708,000 on 
that date (This figure does not include S. S. Presi- 
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dent Hoover special repair amounts under separate 
agreements), in order to aid you to qualify for such 
subsidy, have agreed to adjust their respective 
accounts, in the event such subsidy is granted, in 
the manner hereinafter set forth. We understand 
also that the Anglo California National Bank has 
agreed that if such subsidy is granted your indebted¬ 
ness to it as of October 28,. 1937, will be adjusted in 
the mamier hereinafter referred to. 

On the basis of the above understandings and on 
the basis of the information that has been furnished 
to our representatives respecting your company, 
the Commission today authorized the granting of 
an operating-differential subsidy for a term of six 
months, and the extension of the present unpaid 
balance of your mortgage indebtedness to the United 
States in the manner hereinafter set forth, upon 
receiving prompt and satisfactory assurances re¬ 
specting the following matters: 

1. Your indebtedness to not less than 95 per 
cent in amount of all trade creditors (excluding 
inter-line accounts) whose respective claims amount 
to more than $2,000, will be adjusted as follows: 
20 per cent in cash (or to remain in current posi¬ 
tion) ; 20 per cent in ten year 3 per cent debenture 
coupon bonds of your company, interest payable 
semi-annually, to be dated as of November 1, 1937, 
with sinking fund to start two years from date of 
issue at minimum rate of 10 per cent of face amount 
of entire issue and a similar rate for each succeed¬ 
ing year during the life of the issue, the sinking 
fund to be used for the purchase of such bonds at 
not exceeding the face amount thereof or for the 
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redemption of such bonds; and 60 per cent in 5 per 
cent non-cumulative non-assessable preferred stock 
of your company, having par value of $100 per 
share, callable at the option of your company at 
$103 per share, each share of stock carrying one 
vote, on the basis of one share of such stock for 
each $100 of such portion of indebtedness. 

2. Your company and the Anglo California Na¬ 
tional Bank of San Francisco will enter into an 
agreement whereby your indebtedness to that bank 
as of October 28, 1937, which we were advised was 
at that time in the aggregate principal amount of 
$2,800,021.56 and $140,473 in accrued and unpaid 
interest, is to be adjusted as follows: (a) $1,800,000 
of principal to be extended so as finally to mature 
June 30, 1942, with interest at the rate of 3% per 
cent per annum, payable quarterly; the amortiza¬ 
tion on account of principal to be $125,000 annu ally, 
beginning June 30, 1939, to and including June 30, 

1942, and $225,000 annually beginning June 30, 

1943, to and including June 30, 1947, the balance 
$175,000, at maturity; and (b) the balance of prin¬ 
cipal and all accrued interest to be satisfied and dis¬ 
charged by delivery to the bank of said preferred 
stock on the basis of one share for each $100 of such 
indebtedness. 

3. Your company shall enter into an agreement 
with this Commission extending the present unpaid 
balance of principal on your mortgage indebtedness 
to the United States in the aggregate amount of ap¬ 
proximately $13,100,000. The entire indebtedness 
to bear interest at the rates presently provided for 
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in the existing mortgages and to be amortized as 
follows: 

MORTGAGE EXTENSION—REPAYMENT SCHEDULE 


Payable Quarterly Loans on Hoover- 
Year of each year 502V535's Coolidge Total 

1939 .$326,723 $495,707 $822,430 

1940 . 325,250 497,000 822,250 

1941 . 325,000 497,000 822,000 

1942 . 325,000 497.000 822.000 

1943 . 497,000 497,000 

1944 . 497,000 497,000 

1945 . 497,000 497,000 

1946 . 497.000 497,000 

1947 . 497,000 497,000 

1948 . 497,000 497,000 

1949 . 497,000 497,000 

1950 . 497,000 497,000 

1951 . 497,000 497,000 

1952 . 497,000 497,000 


It is understood that in the event the subsidy 
is terminated or discontinued at any time the Com¬ 
mission shall have the right at its option to declare 
immediately due and payable the entire indebted¬ 
ness and, in the event such right is exercised by 
the Commission the bank shall have a like right in 
respect of the $1,800,000 indebtedness previously 
referred to. 

4. You will raise a minimum of $500,000 in cash 
to be added to the working capital of your com¬ 
pany. To aid in accomplishing this you may, if 
necessary, place second mortgages on the President 
Johnson or President Fillmore, or both. You may, 
if you prefer, raise this new money by first mort¬ 
gages on these vessels, in which event the amount of 
new money will necessarily have to be increased 
by the amount required to pay off the present in¬ 
debtedness to the Commission on these vessels. If 
the new money is supplied by the Dollar interests, 
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the interest rate shall not exceed 3% per cent per 
annum and in that case such loan or loans shall 
mature in June, 1938, with provision, however, that 
if the Commission extends the payments due in 
June, 1938, on the present mortgage indebtedness 
covering the American Mail Line vessels the ma¬ 
turity of such loan or loans shall be extended for 
a period not less than the period of the extension 
of such payments granted by the Commission. (It is 
understood, however, that the Commission is under 
no obligation to make any such extensions.) 

5. The shipping facilities of The Robert Dollar 
Company will be made available to your company 
on a cost basis satisfactory to the Maritime Com¬ 
mission. The agreement for accomplishing this ar¬ 
rangement shall include satisfactory commitments 
regarding salaries and shall also include provisions 
for the audit and inspection of the books of The 
Robert Dollar Company to the extent which the 
Commission deems necessary to determine that all 
charges for services are upon such cost basis. 

6. All the Dollar companies to which your com¬ 
pany is indebted will accept in discharge of such 
indebtedness preferred stock of the character above 
described, on the basis of one share for each $100 of 
such indebtedness as of October 28, 1937. This in¬ 
cludes Dollar of California and Admiral Oriental 
Line, aggregating approximately $1,133,000, and 
also includes The Robert Dollar Company in such 
amount as your President and Treasurer shall certify 
is the best estimate of the true net balance as of 
October 28, 1937 (but in no event less than $132,- 
000). The indebtedness of your company to the Pa- 
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cific Lighterage Company is to be discharged 40 
per cent in debentures of the character above de¬ 
scribed and 60 per cent in the afore-mentioned pre¬ 
ferred stock. The Olympic Refining Company is to 
be Treated as a trade creditor as above provided. 
The indebtedness to Dollar Terminal Company is to 
be cancelled. (In this connection we understand that 
you have received the consent of the Anglo Califor¬ 
nia National Bank as one of the pledgees of Dollar 
Terminal Company Stock, and the Commission in 
due course will consent to this cancellation as the 
other pledgee of such stock.) 

7. Satisfactory assurances will be given that your 
stockholders and directors have agreed that there 
shall be a new Board of Directors to consist of Mr. 
R. Stanley Dollar, or his nominee, a nominee of the 
Anglo California National Bank of San Francisco, 
a representative of the trade creditors who are mak¬ 
ing the adjustment referred to above and two other 
directors satisfactory to the Commission one of 
whom may be named by the Commission, if it should 
so desire, and which person so named shall also be a 
vice president of your company. Vacancies in the 
Board of Directors over and above the five directors 
contemplated by this letter shall not be filled, ex¬ 
cept with the approval of the Commission. It is 
not intended that such officer shall exercise control 
over operations and personnel except through such 
suggestions and recommendations as he may make 
to the operating officers of the company, but it is 
intended and expected that any such suggestions 
and recommendations will be given fair considera¬ 
tion and that all books and records will, without 
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reservation, be made available to him and he will be 
accorded full assistance and cooperation in obtain¬ 
ing and receiving information respecting the com¬ 
pany and its finances, personnel, operations, and 
inter-company and affiliated company relationships 
and transactions. Definite and satisfactory assur¬ 
ances that he will be given full and unreserved co¬ 
operation in this respect must be given. 

8. You will execute and deliver a settlement agree¬ 
ment in the form transmitted with the letter of the 
General Counsel of the Commission dated September 
27, 1937, and such further instruments as may be 
deemed necessary or advisable by the Commission 
to fully and completely release any and all claims 
and demands which you may have or make by rea¬ 
son of any past transactions with the United States 
or the Commission or any of its predecessors in 
connection with the termination of the mail con¬ 
tracts and the disposition of any claims thereunder, 
whether arising before or after such termination. 

9. You will use your best efforts to accomplish an 
adjustment of the alleged indebtedness to the Mat- 
son Navigation Company arising out of claimed 
accrued liability under a contract between that cor¬ 
poration and your company dated April 23, 1930, 
upon the following minimum basis: From the 
amount of such alleged liability Matson may apply 
the security now held by it, amounting to approxi¬ 
mately $50,000, and the balance shall be settled in 
debentures or preferred stock or any combination 
of the two. 

Such adjustment shall in no way limit, or be 
deemed to limit, any rights and powers the Com- 
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mission may have to consider and determine the 
respective rights and obligations of the parties to 
such contract, but in the event the Commission, in 
the exercise of its rights and powers in this respect, 
should hereafter render any decision or make any 
determination as to the respective rights and obliga¬ 
tions of the parties to such contract, the prior com¬ 
promise or adjustment by the parties, on the above 
terms, will be deemed by the Commission to consti- 
tute satisfaction of such decision or determination 
insofar as the same mav deal with such accrued 
liability. 

10. You will give us formal written assurances 
that all steps and proceedings necessary to consum¬ 
mate the financial adjustment agreed to by the 
creditors and the bank and to authorize and issue 
the new debenture and the new preferred stock, 
which new debentures and new stock shall be in 
form and substance satisfactory to the Commission, 
will be duly and promptly taken. 

You were advised on October 29, 1937, by our 
representatives that substantially the same condi¬ 
tions as those set forth above would constitute the 
absolute irreducible minimum that they deemed 
would justify the Commission in granting any sub¬ 
sidy, and since that time you have advised them 
that you could and would comply with many of 
such conditions but that you were not then pre¬ 
pared to meet certain of the others. However, com¬ 
pliance with all such conditions is essential. 

The subsidy to be granted shall attach when we 
receive satisfactory assurance that each of the above 
conditions can and will be satisfactorily met, to- 
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gether with satisfactory evidence that the following 
have been actually carried out: 

(a) Trade creditors to the minimum amount set 
forth in paragraph 1 shall have agreed in writing 
to accept the settlement outlined in that para¬ 
graph. 

(b) Your company and the Anglo California Na¬ 
tional Bank of San Francisco shall have entered 
into the agreement referred to in paragraph 2. 

(c) The agreement between your company and 
the Commission referred to in paragraph 3 shall 
have been executed by your company. Such agree¬ 
ment will be executed by the Commission concur¬ 
rently with the execution of the subsidy agreement. 

(d) The minimum working capital referred to in 
paragraph 4 hereof shall have been paid in to your 
company or irrevocable arrangements therefor satis¬ 
factory to the Commission shall have been made. 

(c) The agreement between the Robert Dollar 
Company with your company referred to in para¬ 
graph 5 hereof shall have been executed by both 
said parties. 

(f) The other Dollar companies to whom your 
company is indebted shall agree in writing to the 
various settlements referred to in paragraph 6. 

(g) The settlement agreement referred to in para¬ 
graph 8 shall have been executed by your company. 
It is understood that the commission will execute 
this agreement concurrently with the execution by 
it of the subsidy agreement. 

(h) Matson Navigation Company shall have en¬ 
tered into an agreement for the adjustment of your 
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indebtedness to it on terms at least as favorable as 
those set forth in paragraph 9. 

Payments under the subsidy contract will be con¬ 
tingent however upon the satisfactory final con- 
sumation of all steps and proceedings which we may 
deem necessary and proper to complete and effectu¬ 
ate such conditions. Of course it is understood that 
the commitments herein are subject to the further 
condition that there be no adverse change in the 
financial condition, operations, or business prospects 
of your company which are, in the opinion of the 
Commission, so serious as to make the granting of 
a subsidy inadvisable. 

Sincerely yours, 

(Sgnd.) JOSEPH P. KENNEDY, 

Chairman. 


The Court: T might call this to your attention: 
As to the two or three exhibits—2-G-10, 2-G-ll, and 
2-G-12, I think you said—which the Court admitted 
in evidence, the numerical sequence will be the 
same, except for the characterization of the exhibits 
themselves. 

Mr. Lasky: They will be exhibits designated with 
the same numbers, but not plaintiffs’ exhibits. 

The Court: That is right. 

Mr. Lasky: Very well, your Honor. 

Mr. Harrison: This, may it please the Court, is 
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the letter addressed to Dollar of Delaware after 
the meeting of the Maritime Commission on De¬ 
cember 8, 1937. I think we need not spend [342] 
anv time, other than to comment to this extent 
upon it: 

That in most major respects it corresponds to 
the demands made upon Dollar of Delaware by 
the representatives of the Commission in San Fran¬ 
cisco and set forth in their letters of October 29 
and November 24, with this single notable excep¬ 
tion, that the letter fails to contain in it any pro¬ 
vision for the million-dollar loan for repairs and 
betterments, for safety-at-sea requirements; and, 
second, it more specifically sets forth the procedure 
desired by the Commission with respect to the mem¬ 
bership of the board of directors. 

At this time we will ask that there be marked for 
identification—and I will show the document to 
counsel, may it please the Court—and we will offer 
it in evidence, if counsel has no objection. 

Mr. Siegel: No objection. 

Mr. Harrison: We offer in evidence, may it 
please the Court, a letter dated December 17, 1937, 
addressed to the United States Maritime Commis¬ 
sion, and signed by R. Stanley Dollar, on behalf 
of Dollar of Delaware. 

The Court: Very well. 

(The letter of December 17, 1937, Dollar to 
Maritime Commission, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 46.) 
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[Plaintiffs' Exhibit No. 46 reads as follows:] 

San Francisco, California, 
December 17, 1937 

United States Maritime Commission, 

Washington, D. C. 

Gentlemen: 

Attention Mr. Joseph P. Kennedy, 
Chairman. 

This is responsive to yours of December 9, 1937, 
and as you therein observe, we have advised your 
representatives that we could and would comply 
with “many'' and in fact most of the conditions 
referred to in their communication to vour Com- 
mission under date of October 29 (with regard to 
which we were not consulted), which conditions you 
now suggest were substantially the same as those 
set forth in your letter, to which this communication 
is a reply. Also, as you observe, we advised your 
representatives in ours of November 26th that we 
were unable to meet certain of the conditions re¬ 
ferred to, which we think you will regard as minor. 

The situation with respect to the matters, the sub¬ 
ject of the latter advices, has not changed, and as 
the result thereof it becomes necessary to request 
a modification of such provisions now present in 
your letter of December 9th which we have advised 
you we were unable to comply with. Inasmuch as the 
modifications referred to do not comprise a substan¬ 
tial variance from the entire plan upon which a 
subsidy is predicated, we are satisfied that you will 
desire to grant our request in this connection. 
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Before discussing these modifications, your Com¬ 
mission has apparently overlooked the recommenda¬ 
tion—and an essential one—found in the communi¬ 
cation of October 29th from your representatives to 
the Commission in Paragraph No. 4 (c) thereof, 
which recites: 

"To make available, if necessary, approxi¬ 
mately one million dollars on blanket preferred 
mortgage entire fleet except Johnson and Fill¬ 
more, for following: First, safety at sea repairs 
and improvements; second, repairs necessary to 
retain classification; third, improvement crew r s 
quarters to extent required by Commission. Re¬ 
payment this one million dollars advance to be 
made prior to any prorata payments on other 
mortgages and bank debt.” 

Considering as we do that this has been over¬ 
looked, and as it covers most essential matters, we 
deem you will desire to advise us that it was your in¬ 
tention to incorporate this provision among those 
things which the Maritime Commission would under¬ 
take to do in connection with the granting of the sub¬ 
sidy. We, therefore, turn to the matters referred to in 
your letter of December 9th insofar as they pertain to 
conditions to which our request for modification is 
addressed. 

Taking the matters up seriatum: 

Paragraph No. 1: It is necessary that the provi¬ 
sion that our indebtedness to not less than 95% 
in amount of all trade creditors be adjusted, as 
therein referred to, be modified so as to provide for 
90%. In this connection you are advised that the 
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total indebtedness to trade creditors amounts to 
$1,828,263.72; that we have obtained agreements for 
adjustment as in Paragraph 1 of your letter pro¬ 
vided, from trade creditors to the extent of $1,465,- 
S78.13; that we expect promptly to obtain further 
agreement from the Standard Oil Company of New 
York for $194,072.14, and when this agreement is 
signed we will have 90% of the trade creditors who 
will satisfy their indebtedness as referred to. 

Paragraph No. 4: It is necessary that the provi¬ 
sion in Paragraph No. 4 that we raise a minimum 
of $500,000.00 be modified to provide for $350,000.00. 
You will recall that in ours of November 26th we 
pointed out that it had been suggested that a loan 
might be arranged for the amount of $500,000.00 
with the R. F. C., and as we then stated, we relied 
upon this, particularly since the communication of 
your representatives under date of October 29th to 
your Commission referred to a loan from that 
source. It would seem that this plan has not been 
followed. As a consequence, we find we are abso¬ 
lutely unable to obtain funds in excess of $350,000.00 
in cash, which amount of fresh capital should, in the 
opinion of the management, together with a proper 
subsidy, afford the necessary operation financing. 
This sum will be provided by a loan of $55,000.00 
from the Dollar Wharf and Warehouse Company 
(of course, with the approval of the Anglo Cali¬ 
fornia National Bank and the United States Mari¬ 
time Commission, because of certain stipulations in 
a trust agreement, of which you are aware), and 
will carry interest at the rate of not over 3^%. 
The balance, to-wit, $295,000.00, will be obtained 
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from other sources, and the latter amount will be 
secured by mortgages on the Steamship President 
Johnson and President Fillmore junior to the pres¬ 
ent mortgages to the Maritime Commission, the in¬ 
terest rate on the loan to be 3*4%. 

Paragraph No. 6: The provisions of Paragraph 
6, so far as thev relate to the indebtedness to The 
Robert Dollar Co., should be modified so as to pro¬ 
vide that the Comptroller will certify that the credi¬ 
tor, to-wit, The Robert Dollar Co., agrees to accept in 
full satisfaction and discharge of the liquidated in¬ 
debtedness in the amount of $132,311.80 existing on 
October 28, 1937, the stock in Paragraph 6 referred 
to. This modification is only insofar as it provides 
that the Comptroller shall certify, and that the in¬ 
debtedness is liquidated. Such provision is desirable 
because the Comptroller is the only one thoroughly 
cognizant with respect to indebtedness of the charac¬ 
ter in question who is competent to certify to it, and 
it is more accurate to state that it is liquidated in¬ 
debtedness, because that is the only indebtedness as 
to which any definite statement can be made. 

Paragraph No. 7: As to Paragraph 7, it is our 
suggestion that a recital should be made which would 
provide that any suggestions and recommendations 
the Vice President therein referred to may desire to 
make should be made in writing, addressed to the 
President of the Company. This, you will appreciate, 
will obviate misunderstanding and facilitate proper 
action on the recommendations. 

As to the summary (a) to (h), contained in your 
letter, it would appear that we are in agreement with 
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the Commission as to the matters therein referred to, 
with the exception: 

As to (a), that we request, as above observed, that 
the minimum of trade creditors be 90% instead of 
95%; 

As to (d), that we request a minimum working 
capital be provided for of $350,000.00; 

As to (f), that we request that provision be made 
that the Comptroller certify $132,311.80 as liquidated 
indebtedness; 

As to (h), we note that refers to Paragraph 9 of 
your letter, which paragraph requires that we use 
our best efforts to accomplish an adjustment as 
therein indicated. Of course, our endeavors will be 
vigorously directed to this end, but it appears to us 
from Paragraph 9 that a seeming contradiction exists 
as to the recital in (h) herein referred to, and request 
that it be made to conform to the provisions of Para¬ 
graph 9. 

We will promptly forward the agreement referred 
to in Paragraph 5 of your letter, as to the nature of 
which we understand Mr. Aulsbrook, one of the at¬ 
torneys for your Commission, and our attorney are 
in practical accord. It is contemplated that this 
agreement will provide, among other things, that the 
officers and employees of The Robert Dollar Co., who 
are engaged in carrying out the business of the Dollar 
Steamship Lines Inc., Ltd., shall not be otherwise 
employed, that separate bank accounts will be main¬ 
tained covering the transactions involving the man¬ 
agement, as well as separate books of account for all 
transactions or obligations in connection therewith. 
There will also be a provision whereby it is agreed 
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for the benefit of the United States Maritime Com¬ 
mission that these books of account may be open to 
their inspection whenever they deem it desirable, 
and that jurisdiction is conferred upon the Commis¬ 
sion to the end that they may compel such inspection. 
This will keep the business of the agency distinct, 
and will confine the inquiries of the Commission with 
respect thereto directly to the business conducted. 

In conclusion, we repeat that your Commission will 
appreciate that these modifications now requested, 
while they are essential to us, form no substantial 
part of and no impediment to the accomplishment of 
the purposes of the Commission and the granting of 
a temporary subsidy to our company, and we respect¬ 
fully request that the modifications be granted so that 
the subsidy may promptly become effective. 

Yours very truly, 

DOLLAR STEAMSHIP LINES 
INC., LTD. 

By 

President. 


**■*•*■* 

At this time we offer paragraph 22 of the [344] 
stipulation, article 22, at page 129, line 18, reading 
as follows: 

“On December 10, 1937, the President Hoover 
was stranded off Formosa, and on December 31, 
1937, it was declared a total loss." 

We now offer the stipulation, the same [345] 
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Article 22, paragraph 5, and appearing on page 122, 
as follows: 

“Had Dollar of Delaware received mail pay (at 
the rates provided in its ocean mail contracts which 
were cancelled as of June 30, 1937, by the Merchant 
Marine Act of 1936) for voyages commenced on or 
after July 1, 1937, and before attachment of sub¬ 
sidy on January 25, 1938, it is reasonably esti¬ 
mated that there would have accrued to it approxi¬ 
mately $1,200,000.” 

And paragraph 13 of the same article, appearing 
on page 123, as follows: 

“Some time in the year 1937 Dollar of Delaware 
was required to effect certain repairs, recondition¬ 
ing and betterments of vessels as more particu¬ 
larly set forth in paragraph 16 below”— 

And that should be “in paragraph 15 below,” 
instead of “16.” 

Mr. Siegel: That is correct. 

Mr. Harrison: We now offer from the stipula¬ 
tion. Article 22, paragraphs 17, 18, and 19, appear¬ 
ing at page 128, as follows: 

“17. In October, 1937, it was reasonably esti¬ 
mated, and Dollar of Delaware and the United 
States Maritime Commission believed, that the costs 
of making the foregoing repairs, reconditioning 
and betterments on 12 ships, including the [346] 
President Coolidge, the seven 502’s and four 535’s, 
but excluding the fifth 535 (either the Wilson or 
the Lincoln) would be approximately $1,000,000, 
of which about 50 per cent would be the cost of the 
repairs and betterments required by the Bureau 
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of Navigation and Marine Inspection to conform 
to the Safety-at-Sea regulations. The repairs, re¬ 
conditioning and betterments required on the Presi¬ 
dent Coolidge were negligible. 

“18. In October, 1937, it. was reasonably esti¬ 
mated, and Dollar of Delaware and the Commission 
believed, that Dollar of Delaware required a loan 
of $1,000,000 to accomplish said repairs, recondi¬ 
tioning and betterments. 

“19. In January, 1938, it was reasonably esti¬ 
mated with the qualifications shown in Document 
22-2, and Dollar of Delaware and the Maritime Com¬ 
mission believed, that confining repairs, recondi¬ 
tioning and betterments to eight ships, the cost would 
be about $700,000 of which crews’ quarters would 
take about one-fourth. Document 22-2 is a 
true copy of a document prepared by A. B. Poole 
on January 13, 1938, reflecting said estimates which 
were made, as shown, by Charles King, E. C. 
Mausshardt, and a committee appointed by the 
Maritime Commission to determine work to [347] 
be done on crews’ quarters. 

“20. By resolution of October 22, 1937, the 
United States Maritime Commission resolved to 
advance to Dollar of Delaware up to $1,000,000 to 
pay for said repairs, reconditioning and better¬ 
ments to its vessels as soon as the Commission’s 
staff had certified its eligibility for a temporary 
subsidy, and that, excluding the money needed for 
these betterments, its financial structure was satis¬ 
factory, as shown in Document 2-F-7. 

“21. The Commission, however, did not grant 
such loan to Dollar of Delaware.” 



598 


R. Stanley Dollar, ct al 


At this point we wish to introduce in evidence as 
the plaintiffs' exhibit next in order the minutes of 
the Maritime Commission for December 21, 1937. 

The Court: Very well. 

(The minutes of Maritime Commission meet¬ 
ing December 21, 1937, heretofore identified as 
Document No. 2-F-12, was accordingly marked 
and received in evidence as Plaintiffs' Exhibit 
No. 47.) 

Mr. Harrison: Reading from these minutes, as 
follows: 

“F. B. Goertner, of the staff of the Legal Divi¬ 
sion. outlined to the Commission alternative meth¬ 
ods of maintaining the essential services of those 
now operated by the Dollar Steamship Lines, Inc., 
Ltd. He stated that on one hand an attempt [348] 
could be made to build up these services by the 
Government or another steamship operator. This 
would involve elimination of the Dollar interests 
and management. The alternative was to endeavor 
to work out a solution of the present financial diffi¬ 
culties with the Dollar Company and postpone any 
hope of an immediate replacement program. 

‘‘After further discussion of this subject. Com¬ 
missioner Wiley offered a motion that the Com¬ 
mission instruct Mr. Dollar to get the $500,000; 
that the Commission was then disposed to grant a 
one-year operating-differential subsidy; and further 
that Mr. Dollar be requested to come to Washing¬ 
ton immediately. 

‘‘The Acting Chairman called for a vote on the 
foregoing motion, with the following result: 
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“Acting Chairman Land.‘Nay 7 

“Commissioner Moran.‘Nav 7 

‘ ‘ Commissioner W iley.‘Yea 7 

“Commissioner Woodward.‘Nay 7 


“The foregoing motion of Commissioner Wiley 
was thereupon declared lost. 

“Commissioner Land thereupon suggested that 
Mr. Dollar be notified by telephone that the Com¬ 
mission’s position with respect to the Dollar Steam¬ 
ship Lines was substantially as follows: 

“Mr. Dollar's letter of December 17, 1937, [349] 
was unsatisfactory and not responsive to the Com* 
mission’s letter of December 9, 1937; the financial 
structure and condition of the Dollar Steamship 
Lines, Inc., Ltd., were not considered satisfactory; 
the operations of the Dollar Steamship Lines were 
not considered satisfactory 77 — 

And it seems to be repeated— 

“No long range building program was provided 
for in the Dollar set-up (all the more essential 
because of the loss of the S. S. President Hoover); 
under these (firaimstances the Commission had 
determined that it was not practicable to grant the 
Dollar Steamship Lines and operating-differential 
subsidv; the Commission considered it essential to 
have a major change in the management of the 
company; and the Commission suggested that the 
sale of the Dollar Steamship Lines be negotiated 
with the best possible bidder. 

“Thereupon, by the ‘yea’ vote of Commissioners 
Land, Moran, and Woodward, Commissioner Wiley 
voting ‘nay,’ the Commission approved the course 
of action outlined above, and delegated the Execu- 
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tive Director to notify Mr. Dollar and directed that 
all communications with the Dollar Steamship Lines 
should he cleared through his office. 77 

We now offer in evidence Article VII, para- [350] 
graph 1 of the stipulation, appearing at page 69: 

“On December 22, 1937, Mr. Joseph Sheehan, 
Executive Assistant to the Chairman, United States 
Maritime Commission, telephoned from Washing¬ 
ton to Mr. R. Stanley Dollar and said: 

“ ‘Your letter of December 17th was not satisfac¬ 
tory to the Commission in that: 

“‘First: It was not considered completely re¬ 
sponsive. 

“ ‘Second: Financial structure and condition of 
the Dollar Steamship Lines is not considered satis¬ 
factory. 

“ ‘Third: The operation of the Dollar Steam¬ 
ship Lines is not considered satisfactory. 7 7 '— 

And it seems to be repeated here again— 

“ ‘Fourth: There is no long-range building pro¬ 
gram either contemplated or possible under the pres¬ 
ent structure, which is all the more essential now 
with the probable loss of the Hoover. 

‘This is not on the list of instructions, but just 
want to say that no subsidy has been granted to 
any line, nor will any subsidy be granted to any 
line unless there is a building program incorpo¬ 
rated in their plan. 

“ ‘Fifth: Under the circumstances, the Commis¬ 
sion has considered it impracticable to grant [351] 
your company an operating-differential subsidy. 
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44 4 Sixth: The Commission considers it essential 
to have major changes in management. 

4 4 4 Last: It suggests that your company under¬ 
take to open negotiations, looking for the sale to 
the person who will give you the best price for it.’ 

4 4 The foregoing conversation was stenographically 
reported at the offices of Dollar of Delaware. 7 ’ 

We now offer the stipulation, Article XVI, para¬ 
graph 4, reading as follows—and that is at page 104 
of the stipulation: 

4 4 Joseph R. Sheehan was Executive Assistant to 
the Chairman of the Maritime Commission from the 
time of the appointment of the permanent Com¬ 
mission in April, 1937, until December, 1937, and 
was thereafter Executive Director of the Commis¬ 
sion until October 27, 1938. On October 27, 1938, 
he was elected and became President of Dollar of 
Delaware. 77 

We now offer stipulation, Article VII, paragraph 
2, at page 70: 

4 4 Document 7-1 is a photostatic copy of a tran¬ 
script of a telephone conversation of December 29, 
1937, between R. Stanley Dollar at San Francisco 
and said Sheehan at Washington. It was steno¬ 
graphically reported at the offices of Dollar of [352] 
Delaware and correctly states the conversation as 
it occurred. 77 

We now offer the said document in evidence, and 
ask that it be marked the plaintiffs 7 exhibit next 
in order. 
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(The telephone conversation, heretofore iden¬ 
tified as Document No. 7-1, was accordingly 
marked and received in evidence as Plaintiffs 7 
Exhibit No. 48.) 

Mr. Harrison: Without reading the conversa¬ 
tion, but merely noting the topics thereof, I call 
attention to the following statements, your Honor, 
from Mr. Dollar: 

* * * * * 

“After you phoned me on the twenty-second, giv¬ 
ing the six different points, there was really only 
one point I could go to work on and that was un¬ 
dertaking to open negotiations for the sale of the 
ships. I immediately got in touch with Bill Roth 
and have had several conversations with him and 
he is definitely interested in it. Thought this would 
be the best solution of all if something could be 
worked out with him. He said yesterday he would 
have Mr. Gauntlett see what his position [353] 
would be if he purchased a certain number of ships 
from us. We have not arrived at any number yet 
but have been talking about the Coolidge and maybe 
three, four or five of the 535 7 s. That would relieve 
the pressure and am sure would work out a plan 
that would be satisfactory to everyone. 7 ' 

And again, lower down, Mr. Dollar stated: 

“If we could work something out on this Hoover. 
There is $1,500,000 over and above the mortgage 
and there is $800,000.00 plus that is past due on the 
Coolidge. If you would release to us the $1,500,000 
or the difference between the two it would place our 
company in very good shape for the moment.” 
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Then, Mr. Sheehan: 

“Is the Hoover a total loss?” 

“Mr. Dollar: Yes, it is. I have wired Johnson 
& Higgins, New York, and told them to abandon 
her to the underwriters so that will work along 
now.” 

“Mr. Sheehan: What will happen to the credi¬ 
tor’s agreements on Friday night?” 

“Mr. Dollar: We thought of going out and ask¬ 
ing them for thirty or sixty-day extensions so we 
could negotiate with Matson. I don’t want anyone 
to know’ we are negotiating with Matson as some 
of our creditors might not do business with Matson. 
I do not want anyone to know except the bank [354] 
and the Commission.” 

And then further down, at the bottom of the page, 
“Mr. Dollar: 

We could not raise the $500,000.00, that is cor¬ 
rect, but he knows”—meaning Mr. Fleishhacker— 
“we are negotiating with Matson. I asked Roth 
definitely if he w’as interested and he said ‘Yes, I 
am certainly very much interested but want to know 
how I stand with the Maritime Commission before 
proceeding further.’ 

“Mr. Sheehan: The reason I told you in my wire 
about Hoover, was to let you know that I under¬ 
stood by inference, rather than by direct statement 
that he had talked to you about Hoover coming on 
here.” 

Mr. Harrison (continuing): In order to make 
that clear in this case, may it please the Court— 

The Court: That is neither the President Hoover, 
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the ship, nor the President, but it is Mr. Paul Hoover, 
previously referred to, is it not? 

Mr. Harrison: That is correct, your Honor. 

Then, Mr. Sheehan: 

“I will notify the Commission of what you have 
telephoned to me and give them this information.” 

And then further down Mr. Dollar said: 

“In the meantime if you could speed up a deci¬ 
sion for Bill Roth that would help us.” [355] 

“Mr. Sheehan: A decision on what? 

“Mr. Dollar: I expect he will ask that if he 
takes over the ships, how much the subsidy would 
be that he would receive. 

“Mr. Sheehan: We could not make a decision 
until he makes an application. 

“Mr. Dollar: He wants to know as soon as pos¬ 
sible. Doesn't this plan seem like a solution to you? 

“Mr. Sheehan: I presume it would have to be 
regarded as such. I don’t want to say anything 
that might be regarded as a commitment until I 
have talked to the Commission. I will give all this 
information to the Commission and will let you 
know this afternoon what they say. You may rest 
assured we mil handle Mr. Roth’s application, when 
received, as quickly as possible.” 

Mr. Siegel: I assume, Mr. Harrison, this particu¬ 
lar document is covered by your statement yester¬ 
day, that unless specifically otherwise stated, you 
are offering documents of this character and mat¬ 
ters identified in the stipulation as proof that the 
matters were said and not for the truth of the mat¬ 
ters asserted- 
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Mr. Harrison: Obviously, I have only proved 
the conversation, and that is all it was offered for, 
was the conversation. [356] 

Reference having been made in the course of that 
conversation between the parties, may it please the 
Court, I might merely mention, for the sake of 
clarity, that when referring to the Hoover pro¬ 
ceeds, the parties, Mr. Sheehan and Mr. Dollar, 
were referring to that over and above the amount 
necessary to liquidate the notes on the ship itself, 
thus leaving a balance in the hands of the Com¬ 
mission. 

The Court: You mean out of salvage opera¬ 
tions ? 

Mr. Harrison: Yes; there were no salvage opera¬ 
tions, your Honor. There was a total loss. The 
insurance policy proceeds is what they are talking 
about. 

The Court: That is what I had in mind. I 
thought the insurance company, at least the under¬ 
writers were trying to save what they could, and 
then pay the balance over. But the ship was a total 
loss? 

Mr. Harrison: Yes, your Honor. [357] 

We now wish to refer, if we may, for the sake 
of clarity in the introduction of evidence, to a pas¬ 
sage on page 34 of 2-G-10, being the report of Mr. 
Truitt: 

“It should be noted in this connection that on 
December 30, 1937, the Dollar Line and its parent 
company, Dollar of California, filed a petition in 
the Court of Claims against the United States for 
almost $6,000,000 based upon the cancellation of 
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mail contracts. While manv of the claims were of 
doubtful validity and while the Commission was 
believed to have well-grounded counterclaims, never¬ 
theless, the best judgment of the Legal Division was 
that the Dollar Lines might obtain some recovery 
as a result of the statutory termination of the con¬ 
tracts. More serious than the money involved was 
the fact that if this litigation was unsettled, 77-B 
proceedings would be very difficult to carry through 
and the existence of the suit might well be consid¬ 
ered by the 77-B Court, notwithstanding its large 
Creditor interest, as valid grounds for excluding 
the Commission from having a strong hand in nam¬ 
ing a Trustee and taking any active part in opera¬ 
tions during the period of trusteeship. On the other 
hand, if the subsidy agreement could be worked 
out. the litigation would be completely disposed of 
without cost to the Government and would cease 
to be an embarrassing factor if at the end of [358] 
the six months’ period no final plan of financial re¬ 
adjustment could be worked out, and a judicial 
reorganization might then become necessary.” 

We now wish to offer Article 16, paragraph 1, of 
the stipulation, appearing at page 103, and read¬ 
ing as follows: 

“Beginning October 25, 1937, Mr. Reginald S. 
Laughlin was Special Counsel for the United States 
Maritime Commission in negotiations culminating 
in the agreement constituted by the exchange of 
letters of December 9, 1937, and January 7, 1938 
(set forth at pages 5-9 and page 10 of Exhibit A 
to the defendants’ Answer), and related agreements 
entered into in January, 1938, and until sometime 
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in May, 1938, in all matters relating to the carrying 
out of said agreement, including the matters to be 
consummated thereunder by April 25,1938. Nothing 
herein shall be construed as a stipulation regarding 
the capacity of Mr. Laughlin in his actions, if any, 
between April 28, 1938, and June 21, 1938, relating 
to matters others than the foregoing or the follow¬ 
ing. On June 21, 1938, Mr. Laughlin was authorized 
to negotiate on the basis of a telegram from Admiral 
Land of which Document 2-G-5 is a true copy, and 
from that date until October 27, 1938, acted as the 
Commission’s special counsel in all negotiations 
culminating in the agreement of August 15, 1938, 
and agreements amendatory thereto, and in all 
matters relating to the consummation of said [359] 
agreement.” 

We would like to call the Court’s attention to the 
fact that the document which is Exhibit A attached 
to the Answer is also used but almost wholly for the 
selection therefrom of such documents as may prove 
material. And I will read, therefore, from the 
stipulation, Article 2, paragraph 0, subdivision 1-A, 
page 25, as follows, on line 13: 

“Under date of February 17, 1938, the United 
States Maritime Commission, duly authorized by its 
members, including Emory S. Land, Edward C. 
Moran, Jr., Henry A. Wiley and Thomas M. Wood¬ 
ward, published, and sent to each member of the 
Senate Committee on Commerce and of the House 
Committee on Merchant Marine and Fisheries 
copies of, a report entitled 4 4 Financial Readjust¬ 
ments in Dollar Steamship Lines, Inc., Ltd.” Ex- 
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hibit. A of the Defendants 7 Answer herein is a true 
copy of said report. 77 

And subparagraph (b): 

“Each of the documents set forth on pages 65 to 
297. both inclusive, of Exhibit A to Defendant’s 
Answer is a true copy of the agreement, memo¬ 
randum. indenture, mortgage, resolution, letter, 
report, corporate minute, telegram, attachments to 
any of the foregoing, or other instrument of which 
such document purports to be a copy. Each such 
instrument was duly signed, executed, adopted, or 
approved, as it purports to be, and on the date and 
by the purported party or parties as recited [360] 
therein, and in case of any memorandum, letter, 
report or telegram, was transmitted to the addressee 
of said instrument on or about the date it bears. 77 

And then, commencing at line 22, the following: 

“The document set forth on page 10 of said Ex¬ 
hibit A and headed ‘letter dated January 7, 1938, 7 
etc. is a true copy of a letter signed by R. Stanley 
Dollar. President and Chairman of the Board of 
Directors of Dollar of Delaware, and H. M. Lorber, 
Vice President, Treasurer and a director of Dollar 
of Delaware, on January 7, 1938, and delivered on 
that date to said Chairman Kennedy in person, in San 
Francisco, California. 77 

Mr. Harrison (continuing) : At this point we ask 
that there be deemed introduced in evidence the said 
document, appearing at page 10 of Exhibit A, at¬ 
tached to the answer. 
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Mr. Harrison: This is a letter of agreement, as 
follows: 

“Mr. Joseph P. Kennedy, Chairman, 

“United States Maritime Commission. 

“Dear Mr. Kennedy: This will confirm the un¬ 
derstanding reached at the conference which you 
and your staff had this morning with repre- [361] 
sentatives of the Anglo California National Bank 
of San Francisco and those of Dollar Steamship 
Lines, Inc., Ltd. 

“Notwithstanding any earlier replies which our 
company may have made to your letter to us dated 
December 9,1937, a copy of which is attached hereto 
and made a part hereof, we agree to fulfill and 
comply with the terms and conditions contained in 
that letter with the understanding that the Mari¬ 
time Commission will grant to our company a tem¬ 
porary operating differential subsidy pursuant to 
Title VI of the Merchant Marine Act of 1936 as 
soon as you have received assurances of such ful¬ 
fillment and compliance. 

“In order to expedite the consummation of the 
plan set forth in that letter, we agree to have the 
funds referred to in paragraph No. 4 thereof irre¬ 
vocably committed to the credit of Dollar Steam¬ 
ship Lines, Inc., Ltd., by the close of business Mon¬ 
day, January 10, 1938. 

“It is our further understanding that satisfactory 
evidence of agreements from ninety per cent (90%) 
of the total number of creditors whose several claims 
against our company exceeded $2,000.00, as of October 
28, 1937, will constitute compliance with paragraph 
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No. 1 of that letter of yours to us dated December 
9, 1937. 

“We further agree to cause to be dismissed the 
suit of Dollar Steamship Line, a California [362] 
Corporation, for itself and for the use of Dollar 
Steamship Lines, Inc., Ltd., a Delaware Corpora¬ 
tion. and contained in petition No. 43799 in the 
United States Court of Claims and to execute a 
settlement agreement as provided in paragraph No. 8 
of your same letter. 

“It is our further understanding that your let¬ 
ter to us dated December 9, 1937, as attached hereto, 
and this reply shall constitute the agreement be¬ 
tween United States Maritime Commission and Dol¬ 
lar Steamship Lines, Inc., Ltd. 

“DOLLAR STExYMSHIP LINES, INC., 
LTD. 

“By /s/ R. STANLEY DOLLAR, 

“R. Stanley Dollar, President. 

“By /a/ H. M. LORBER, 

“H. L. Lorber, Vice President. 7 ’ 

* * * * * 

Mr. Harrison: I wish at this time, may it please 
the Court, to offer in evidence the following ex¬ 
cerpt from Exhibit A, attached to Defendant’s [365] 
Answer, commencing at page 11, reading as fol¬ 
lows: 

“From a comparison of the excerpts above set 
forth there is an apparent discrepancy between 
the Commission letter of December 9, 1937, and 
the Dollar letter of January 7, 1938. The discrep¬ 
ancy, however, is apparent only and not real. It 
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arose through a clerical error whereby when the 
December 9, 1937, letter was sent by Mr. Kennedy, 
certain intercompany accounts with respect to which 
adjustment agreements had been executed were er¬ 
roneously included in the trade creditor accounts 
covered by such agreements.” 

That is merely to explain their apparent dis¬ 
crepancy to that extent. 

The Court: There has been evidence introduced, 
I think, in some of these documents, that the inter¬ 
company debts were not to be included in the trade 
creditors. 

Mr. Harrison: That is correct. 

We now offer in evidence, may it please the Court, 
the minutes of the United States Maritime Com¬ 
mission of January 7, 1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 49. 

(The minutes of Maritime Commission meet- 
ting January 7, 1938, heretofore identified as 
Document No. 2-F-15, were accordingly marked 
and received in evidence as Plaintiffs’ Ex¬ 
hibit No. 49.) 

Mr. Harrison: The first paragraph here . [366] 
refers to a report Commissioner Land received 
from the Chairman, concerning the agreement to 
comply with the agreement set forth in the De¬ 
cember 9 letter, with a minor exception which he 
there notes and which has just been mentioned— 

“At this point the General Counsel telephoned 
from San Francisco and stated that a letter and 
memorandum had been received from the Dollar 
Steamship Lines, Inc., Ltd-, agreeing to comply 
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with the conditions set forth in the Commission’s 
letter of December 9 with the minor exceptions 
noted above. He stated that Mr. Dollar had agreed 
to furnish the company with additional net work¬ 
ing capital of $500,000—$340,000 of winch would 
be obtained as a loan from the bank on the security 
of the SS President Fillmore and SS President 
Johnson, and $250,000 from assets of affiliated Dol¬ 
lar companies. From these resources the Dollar 
companies would pay off the Commission mortgages 
on the SS President Fillmore and SS President 
Johnson in the amount of $90,000. 

“The General Counsel pointed out further that 
there was no commitment on the part of the Com¬ 
mission to advance the money necessary to pay for 
the repairs or betterments to vessels of the Dol¬ 
lar Steamship Lines, Inc., Ltd., required by the 
Bureau of Marine Inspection and Naviga- [367] 
tion. On October 22, 1937, the Commission had 
agreed to furnish the funds necessary for this pur¬ 
pose, estimated at approximately $1,000,000, by 
taking supplemental mortgages on the vessels con¬ 
cerned. Chairman Kennedy notified the Commis¬ 
sion over the telephone that in his opinion the alter¬ 
native to granting a six-months’ subsidy to the Dol¬ 
lar Steamship Lines, Inc., Ltd., w’as probably a 
termination of the services in bankruptcy proceed¬ 
ings (not 77B). 

“D. F. Houlihan, Director of Finance, gave the 
opinion that the loss of the SS President Hoover 
seriously impaired the earning capacity of the Dol¬ 
lar Steamship Company and that there did not 
appear any possibility of the company’s earning 
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sufficient revenue to provide for the necessary new 
construction. He stated, however, that the grant¬ 
ing of a temporary six-months’ subsidy would alle¬ 
viate the seriousness of the present situation and 
would give the Commission further time to work out 
a solution of this problem. It was generally agreed 
by the other representatives of the Commission’s 
staff that the course of action advocated by Chair¬ 
man Kennedy offered the only method of maintain¬ 
ing the services operated by the Dollar Steamship 
Lines, Inc., Ltd. 

“The Commission then went into executive ses¬ 
sion and agreed, by unanimous ‘yea’ vote, [368] 
Chairman Kennedy voting by telephone, to grant a 
six-months’ subsidy to the Dollar Steamship Lines, 
Inc., Ltd., upon satisfaction by the company of 
all the conditions outlined in letter of December 
9, 1937, with the one modification noted above.” 

Mr. Harrison (continuing): At this point we 
wish to offer in evidence the stipulation Article II, 
paragraph Gr, reading beginning at page 16-A of the 
stipulation, line 7: 

“Document 2-G-18 is a telegram from Mr. Shee¬ 
han, Executive Director of the Commission, to Ad¬ 
miral Land, the Acting Chairman of the Commis¬ 
sion, dated January 13, 1938.” 

And we now offer that document in evidence. 

The Deputy Clerk: Plaintiffs’ Exhibit 50. 

(The telegram identified as Document 2-G--18 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 50.) 
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Mr. Harrison: This is a wire to E. S. Land, 
Acting Chairman, United States Maritime Commis¬ 
sion, Washington, D. C., signed “Sheehan, Execu¬ 
tive Director 

“In connection with repairs essential on Dollar 
ships wish supply following data and recommenda¬ 
tions in which Chairman concurs stop Dollar peo¬ 
ple estimate repairs necessary on eight ships will 
cost 551,000 dollars a complete schedule of [369] 
which expense is now in Poole’s hands stop This 
amount would cover all repairs on these ships ex¬ 
cept crews' quarters stop Eight ships necessary 
provide one sailing round world and two transpa¬ 
cific each month stop Those most urgently needed 
are Pres. Cleveland which they want to sail on Jan. 
22 and Pres. Adams which will sail three weeks 
later stop Latter now in Boston and certain re¬ 
pairs necessary before she can leave that port stop 
Have told Poole tell Mausshardt have McKeown 
or one of his marine surveyors check contemplated 
repairs on Cleveland and report at once on the 
reasonableness and accuracy of costs. Suggest Con¬ 
way be advised take same action re Adams in Boston. 
Dollar estimates total costs repairs Cleveland will be 
96,000 dollars and Adams 61,000 dollars stop Sug¬ 
gest that Commission make available to Dollar at 
once for such repairs all amounts necessary and 
which our people say are reasonable which amounts 
in no event to exceed 500,000 dollars for these eight 
ships stop Two months ago Commission indicated 
its willingness advance million dollars for such re¬ 
pairs but believe we can proceed with eight ships 
now and handle other five ships at later date stop If 
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Commission agrees to this suggest that Poole and 
Laughlin be instructed at once make arrange- [370] 
ments and draw up necessary mortgages to cover 
Commission’s commitment. 

‘ ‘ Sheehan Executive Director. ’ 7 

Mr. Harrison (continuing): At this point we 
wish to make a certain offer to show compliance 
with the agreement of January 7, 1938, and now 
turn to stipulation Article II—no, I withdraw that; 
I understand that is in evidence already, may it 
please the Court. 

We now offer the minutes of Dollar of Dela¬ 
ware of January 10, 1938, being V-Gr-1, the docu¬ 
ment appearing at page 252 of Exhibit A attached 
to the Answer. That document consists, may it 
please the Court, of the minutes of the board of 
directors of Dollar Steamship Lines held on Janu¬ 
ary 10, 1938, at which the president announced the 
desire of the Commission that its nominee, Mr. Ar¬ 
thur B. Poole— 

“The President announced that, in connection 
with the anticipated grant of a temporary operating- 
differential subsidy, the United States Maritime 
Commission had expressed the desire that its nom¬ 
inee, Mr. Arthur B. Poole, be elected a vice presi¬ 
dent of this corporation, with rights, duties, and 
functions to be defined by resolution of this Board 
of Directors, and that it was in order for a motion 
to be made nominating Mr. Poole for the position 
as Vice President. 

“Upon motion of H. Pleishhacker, seconded [371] 
by H. M. Lorber, Mr. Arthur B. Poole was nomi- 
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nated for the position of Vice President of this cor¬ 
poration, to serve in such capacity for a period of 
six months at a salary of $1,250.00 per month, and 
expenses of $75.00 per week, said salary and ex¬ 
penses to become effective on the date the temporary 
operating-differential subsidy attached. 

‘‘All the Directors present having voted in the 
affirmative, the President announced that the said 
Mr. Arthur B. Poole had been unanimously elected 
as such Vice President of this corporation. 

“Upon motion of H. Fleishhacker, seconded by 
H. M. Lorber, the following resolution was unani¬ 
mously adopted: 

“Resolved: ‘That the duties, powers and func¬ 
tions of the Vice President Arthur B. Poole are 
hereby defined as those duties which are proper to 
the carrying out of the purposes of the provisions 
regarding his appointment as such Vice President, 
as outlined in paragraph 7 of that certain letter of 
the Maritime Commission of December 9, 1937, in¬ 
sofar as the same were subscribed to by the letter 
of Jannarv 7, 1938, signed by Mr. R. Stanley Dol¬ 
lar and Mr. H. M. Lorber on behalf of this corpo¬ 
ration as its President and Vice President, [372] 
respectively, and that any act, recommendation or 
suggestion with respect to those duties shall be com¬ 
municated in writing to, and done only through. Mr. 
R. Stanley Dollar, its President.’ 

“The Secretary presented the resignation of Mr. 
Mitchell Thompson as Director of the corporation, 
the same to take effect upon acceptance. 

“Upon motion duly made, seconded, and unani- 
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mously carried, said resignation was accepted and 
ordered to be filed as part of these minutes. 

"Thereupon Mr. Thompson withdrew from the 
meeting. 

"Upon motion of H. M. Lorber, seconded by Mr. 
Robert Dollar, II, and unanimously carried, Mr. 
Arthur B. Poole was elected Director of the corpo¬ 
ration to fill the vacancy on the Board of Directors 
caused by the resignation of Mr. Mitchell Thomp¬ 
son. 

"Mr. Arthur B. Poole thereupon duly qualified 
and assumed his office as Director and thereafter 
participated in the meeting. 

"The Secretary presented the resignation of Mr. 
Robert Dollar, II, as Director of the corporation, 
the same to take effect upon acceptance. 

"Upon motion duly made, seconded, and unani¬ 
mously carried, said resignation was accepted and 
ordered to be filed as part of these minutes. 

"Thereupon, Mr. Robert Dollar, II, with- [373] 
drew from the meeting. 

"Upon motion of Mr. Arthur Poole, seconded by 
Mr. H. M. Lorber, and unanimously carried, Mr. 
William Baumgarten was elected director of the 
corporation to fill the vacancy on the Board of Di¬ 
rectors caused by the resignation of Mr. Robert 
Dollar, II. 

"Mr. William Baumgarten thereupon duly quali¬ 
fied and assumed his office as Director, and there¬ 
after participated in the meeting.” 

Mr. Harrison (continuing): We ask that [374] 
the minutes so identified be deemed admitted in 
evidence. 
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Mr. Siegel: By the “minutes so identified,” may 
it please the Court, you mean the whole minute, and 
not merely the part you have read? 

Mr. Harrison: Correct; I have made an offer of 
the entire minute. 

• • # • t 

Mr. Harrison: I offer in evidence the statements 
[377] appearing in Exhibit A attached to the de¬ 
fendants' answer, being frequently referred to as 
the first Blue Book, at page 26. This excerpt first 
refers to Section 7 of the letter of December 8, 
1937, incorporated in the contract letter of January 
7, 1938, which in part reads: 

“Satisfactory assurances will be given that your 
stockholders and directors have agreed that there 
shall be a new Board of Directors to consist of Mr. 
R. Stanley Dollar, or his nominee, a nominee of 
the Anglo California National Bank of San [378] 
Francisco, a representative of the trade creditors 
who are making the adjustment referred to above 
and two other directors satisfactory to the Commis¬ 
sion, one of whom may be named by the Commis¬ 
sion, if it should so desire, and which person so 
named shall also be a vice president of your com¬ 
pany. Vacancies in the Board of Directors over 
and above the five directors contemplated by this 
letter shall not be filled, except with the approval 
of the Commission.” 

Without reading reading the balance of the pro¬ 
vision of that contract on that subject, I now 
commence on page 26 with the statement in Exhibit 
A attached to the answer, of what was done there¬ 
under: 
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“In October, 1937, and prior thereto, Dollar 
Steamship Lines Inc., Ltd., had six directors who 
represented its stockholders. As the details of the 
plan of financial readjustment were being developed, 
it became evident that the very large interests of 
the United States, the Anglo California National 
Bank and the trade creditors in this situation re¬ 
quired that these interests be represented on the 
Board of Directors. It also seemed to the Commis¬ 
sion that in addition to there being a direct repre¬ 
sentative of the Commission on the Board of Direc¬ 
tors, there should be at least one director 
representing the public interest. 

“It was also felt that the Commission’s [379] 
representative should be an official of the Company 
in order that he might be in daily contact with 
the situation and, in particular, work on plans for 
final reorganization of the Company. Consequently, 
the Board of Directors was revamped to include Mr. 
R. Stanley Dollar, as having the largest stock in¬ 
terest in the Company; Mr. Paul G. Hoover, who 
is Executive Vice President and a director of the 
Anglo California National Bank of San Francisco, 
representing that bank; Mr. Wm. Baumgarten, of 
Baumgarten Brothers, wholesale butchers, who was 
selected at a meeting of the twenty largest San 
Francisco trade creditors held under the auspices 
of the Board of Trade, San Francisco, California; 
Mr. Arthur B. Poole, representing the Commission; 
and Mr. J. Hugh Jackson, representing the public. 
No sixth Director was elected at the time. 

“Mr. Poole is an Accountant of high standing 
and had previously been associated with Chairman 
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Kennedy in a number of important reorganizations. 
Mr. Jackson is presiding Dean of the Graduate 
School of Business of Stanford University and is 
Acting Comptroller. His election was approved by 
the Commission after careful investigation, indicat¬ 
ing his outstanding qualifications. 

“Mr. Poole was also elected a Vice-President of 
the Company with very wide powers over its fi¬ 
nances. On January 25, 1938, although this [380] 
had not been required by the Commission, the other 
Directors elected him Treasurer of the Company in 
order further to clarify and extend his powers and 
duties. From the point of view of the future of 
the company, these changes in the management are 
of the greatest importance in working out long¬ 
term plans. 

“The meetings of the directors of Dollar Steam¬ 
ship Lines Inc., Ltd., at which the above-mentioned 
changes were effected were held on January 10, 18, 
21, and 25, 1938. The minutes of such meetings 
appear herein as documents V-G-l, V-G-3, V-G-6, 
and V-G-8, respectively. 

“Provisions insuring that the management should 
continue to be satisfactory to the Commission were 
included in the Operating-Differential Subsidy 
Agreement (document 12) as Article 44 thereof.” 

Mr. Siegel: (To Mr. Harrison) Are you offering 
these documents? 

Mr. Harrison: No, we are not. We are just 
offering at this point that statement. 

Mr. Siegel: If the Court please, the Government 
objects to the admission of this excerpt, without 
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offering also the documents referred to, in the in¬ 
terest of completeness. 

• * * * * 

Mr. Harrison: I merely wanted to point [388] 
out counsel misconstrued the source of the docu¬ 
ment from which I was reading. It appears in 
the answer there. 

The Court: Is that in this booklet I have here? 

Mr. Harrison: It is "Financial Readjustments 
in Dollar Steamship Lines, Incorporated, Limited/ 7 

The Court: I have that. 

Mr. Harrison: That is a document which is part 
of the answer in this case, and we are adopting 
these documents and this history from the answer. 
We are not compelled to introduce the whole an¬ 
swer, but only such admissions in the answer as 
we choose. If counsel wishes to produce other docu¬ 
ments. that is up to them. 

The Court: That is what I have indicated. 

Mr. Harrison: All right, sir. We now ask [389] 
that we turn to page 16-A of the stipulation, line 
17, reading as follows: 

"Document 2-G-20 is a true copy of a teletype 
from Reginald S. Laughlin to the United States 
Maritime Commission, dated January 13, 1938/ 7 

And we now offer in evidence as the plaintiffs 7 
exhibit next in order the document mentioned 
(handing to deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 51. 
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(The copy of teletype dated January 13, 
1938, Laughlin to Maritime Commission, here¬ 
tofore identified as Document No. 2-G-20, was 
accordingly marked and received in evidence as 
Plaintiffs' Exhibit No. 51.) 

Mr. Harrison: Which reads in part: 

“Suggested Director to replace Lorber is J. Hugh 
Jackson who is now Dean of Graduate School of Busi¬ 
ness and Acting Comptroller of Stanford Univer¬ 
sity and was formerly Professor of Accounting Har¬ 
vard Graduate School of Business and for ten years 
associated with Price, Waterhouse and Company. 
His reputation at University and among business 
and financial people in San Francisco is very high¬ 
est and he should be valuable in ordinary duties of 
Director and helpful in working out reorganiza¬ 
tion or consolidation program and his association 
[390] with company and his approval of such pro¬ 
gram should be helpful in obtaining new financial 
aid if such becomes necessary or advisable. His 
name suggested by me after making inquiries from 
several reliable sources whose unanimous opinion 
is that he is practical, extremely able and absolutely 
independent. He is not known personally by either 
Dollar or Fleishhaekers but I understand they have 
made independent investigations respecting his 
qualifications and they have indicated they will 
approve his election. Please advise whether his 
election would meet with Commission’s approval.” 

Mr. Siegel: If Your Honor please, I hesitate 
to trespass on the Court’s time to press the point 
I mentioned before, but I want to make only one 


vs, Emory S, Land , at at 623 

other reference, and I will press the point no 
more. 

I am entirely in accord with the Court’s view 
that the Court should have before it all the facts. 
All I want to know is whether the facts offered 
before it be competent evidence. For example, are 
the plaintiffs now offering this document to prove 
the truth of the matter asserted, that the Dollars 
have made independent investigations respecting 
his, that is, Mr. Jackson’s qualifications, and they 
have indicated they will approve his election. 

It is the rule, as I understand it, Your Honor, 
that evidence offered without qualification, to [391] 
which no exception is taken, will be evidence of the 
matters asserted, and the defects of competence 
waived. I am perfectly happy to have that fact es¬ 
tablished, Your Honor. 

The Court: There is no question raised here 
as to Mr. Jackson, except that he was an acceptable 
director to replace Mr. Lorber. 

Isn’t that correct, Mr. Harrison? 

Mr. Harrison: The purpose is to show he was 
acceptable as a director to replace Mr. Lorber, and 
then he was subsequently elected. 

The Court: Then the rest is true. 

Mr. Siegel: Except that he was approved by 
Mr. Dollar. 

The Court: No, it doesn’t state that as a fact. 
It says he was unknown by Mr. Dollar and Mr. 
Fleishhacker, and they have made an independent 
investigation and, as a result thereof, find that 
he is a man of character. 

But I am indifferent to that. That has no benefi¬ 
cial aspect from my point of view. 
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Mr. Harrison: May it please the Court, we now 
ask to read from the stipulation, page 16-A, line 
21 : 

“Document 2-G-21 is a true copy of a telegram 
of January 18, 1938, from Max O’Rell Truitt, Gen¬ 
eral Counsel of the Commission, to H. M. Lorber.” 

We next offer that document in evidence and ask 
that it be marked as the plaintiffs’ exhibit [392] 
next in order (handing the document to the deputy 
clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 52. 

(The copy of telegram of January 18, 1938, 
Truitt to Lorber, heretofore identified as Docu¬ 
ment No. 2-G-21, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
52.) 

Mr. Harrison: This wire from the General [393] 
Counsel to Mr. Lorber reads: 

“Retel Kennedy January Sixteenth And My 
Phone Conversation With You January Seven¬ 
teenth Stop This Will Confirm My Oral Advice 
To You Quote It Is The Unanimous View Of 
The Commission That You Immediately Retire 
As A Director of The Dollar Steamship Company 
In Favor Of A Man Not Now Connected With It 
Unquote I Further Said That The Commission 
Would Expect Your Continued Wholehearted Sup¬ 
port And Cooperation Stop I Am Transmitting A 
Copy Of This Wire To R. S. Laughlin.” 

The Court: I assume Mr. Jackson is the man 
“not now connected with it.” 
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Mr. Harrison: Yes, that is correct. That is 
what I was about to offer next, may it please the 
Court, which is the minutes of Dollar of Delaware, 
of January 18, 1938, appearing at page 256 of 
Exhibit A attached to the answer, or the first Blue 
Book, so-called. 

We offer in evidence V-G-3, being the docmnent 
appearing at page 256 of Exhibit A attached to the 
answer, and ask that it be deemed in evidence with¬ 
out physical admission. 

There is no necessity of reading this document. 
It is merely necessary to point out that— 

“Upon motion of Mr. Poole, seconded by Mr. 
Baumgarten, and unanimously carried, said resig¬ 
nation of Mr. H. Pleishhacker was accepted [394] 
and ordered to be filed with the minutes of the 
meeting”—and Mr. Hoover was thereafter elected 
to take office in his place; that Mr. Lorber also 
resigned, and J. Hugh Jackson was elected in his 
place, Your Honor. 

And, completing this phase of the matter, we 
offer in evidence the document appearing at page 
297 of the Exhibit A attached to the answer, which 
is a letter dated January 18, 1938, from Special 
Counsel for the Maritime Commission to Dollar of 
Delaware, interpreting article 44 of the operating 
differential subsidy agreement, which restated the 
requirements concerning the board of directors of 
Dollar of Delaware, and particularly that portion 
which reads: 

“The Commission having found that the present 
directors of your company, namely, R. Stanley Dol¬ 
lar, Paul E. Hoover, Arthur E. Poole, Hugh Jack- 



626 


R. Stanley Dollar, et al 


son and William Baumgarten, are satisfactory, the 
Commission cannot require that any changes be 
made in the directors during the term of this agree¬ 
ment. unless the changes become necessary by rea¬ 
son of resignation, death or incapacity. Likewise, 
during such period, the Commission will not, ex¬ 
cept under such circumstances, require any change 
in the office of president of your company. 7 ' 

Mr. Harrison (continuing): We now ask to 
turn, in the evidence, to document 2-F-17, being the 
Maritime Commission minutes of January 11, [395] 
second section, and ask that it be marked the plain¬ 
tiffs' exhibit next in order. ( Handing the document 
to the Deputy Clerk.) 

The Deputy Clerk: Plaintiffs' Exhibit 53. 

« * « « * 

(The minutes of Maritime Commission [397] 
meeting January 11, 1938, morning session, 
heretofore identified as Document No. 2-F-16, 
were accordingly marked and received in evi¬ 
dence as Plaintiffs 7 Exhibit No. 53.) 


[Plaintiffs 7 Exhibit 53 reads in part as fol¬ 
lows :] 

Proceedings of the United States Maritime Com¬ 
mission. January 11, 1938. 

« • « * • 

Tt was pointed out that by permitting the pay¬ 
ment of a subsidy on all voyages commenced prior 
to the date of the agreement and uncompleted at 
that time, the Commission was actually giving the 
Dollar Steamship Lines, Inc., Ltd., an eight or nine 
months 7 subsidy rather than a six-months’ subsidy. 
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The members of the financial staff of the Commis¬ 
sion stated that the Company would need this aid in 
order to maintain its present status throughout the 
six-months’ period, as the loss of the SS President 
Hoover deprived the Company of substantial earn¬ 
ing power. 

Mr. Haag entered the meeting at 11:50 a.m. 

The Commission discussed the operating-differen¬ 
tial percentages as set forth in the proposed agree¬ 
ment. 

* * * * * 


(The minutes of Maritime Commission meet¬ 
ing January 11, 1938, afternoon session, here¬ 
tofore identified as Document No. 2-F-17, were 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 54.) 


[Plaintiffs’ Exhibit 54 reads in part as fol¬ 
lows :] 

Proceedings of United States Maritime Commis¬ 
sion. January 11, 1938. 

* * * * * 

Mr. Haag entered the meeting at 3:20 p.m. 

Mr. Haag stated that new estimates of the operat¬ 
ing-differential percentages for the Dollar Steam¬ 
ship Lines, Inc., Ltd., had been drawn up on the 
basis of further data which had arrived during the 
course of the morning. He thereupon submitted the 
final estimates of the Division of Research. 

The other members of the Commission’s staff 
present generally agreed that the figures presented 
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by Mr. Haag would probably enable the Dollar 
Steamship lines, Inc., Ltd., to break even during 
the period of the temporary' agreement, and that 
any new adjustments in the percentages made by 
the Commission, after completion of its study of 
all pertinent facts, including such additional mat¬ 
ter as might be presented by the operator, would 
probably increase rather than decrease the operat¬ 
ing-differential percentages submitted at this time. 

Thereupon, after further discussion, the Commis¬ 
sion. by unanimous “yea" vote, approved the pro¬ 
posed form of operating-differential subsidy agree¬ 
ment with the Dollar Steamship Lines, Inc., Ltd., 
and directed that the tentative operating-differential 
percentages submitted by Mr. Haag be incorporated 
therein. 


* 


Mr. Harrison: We now offer in evidence [398] 
2-F-18, the Maritime Commission minutes of Janu¬ 
ary 12, 1938 (handing the minutes to the deputy 
clerk). 

The Deputy Clerk: Plaintiffs' Exhibit 55. 

(The Maritime Commission minutes of Janu¬ 
ary 12, 1938, heretofore identified as Document 
No. 2-F-18, were accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
55.) 

Mr. Harrison: We would like to direct the 
attention of the Court at this time to page 3, the 
last paragraph beginning on that page of these 
minutes: 
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“Mr. Radner notified the Commission that the 
Dollar Steamship Lines, Inc., Ltd., had been given 
to understand by the Commission’s representatives 
on the Coast that the form of operating-differential 
subsidy agreement to be used in their case would 
be the standard form of contract which fixed the 
operating-differential percentages at specific figures. 
He stated that the form of contract which the Com¬ 
mission had approved made these percentages ten¬ 
tative and subject to adjustment upon completion 
of the Commission’s study. He suggested, therefore, 
that the operating-differential percentages [399] 
approved by the Commission on January 11, 1938, 
should be fixed in the contract and that the clause 
c Nothing in this agreement shall constitute a waiver 
or relinquishment of Commission’s rights under 
Section 606 of the Act to review and readjust the 
differentials, such rights being expressly reserved* 
should be inserted to protect the Commission’s right 
to adjust the percentages in the future, if it found 
this action was justified on the basis of further 
information received.” 

Mr. Harrison (continuing): We now ask that 
Maritime Commission minutes for January 13,1938, 
being Document 2-F-19, be admitted in evidence 
(handing the document to the deputy Clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 56. 

(The Maritime Commission minutes of Janu¬ 
ary 13, 1938, heretofore identified as Document 
No. 2-F-19, were accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
56.) 
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Mr. Harrison: That portion of this document 
to which we wish now to direct the Court’s atten¬ 
tion is at the beginning: 

“The matter of granting a subsidy to Dollar 
Steamship Lines, Inc., Ltd., involving a plan of 
financial and other readjustments of such operator, 
was brought to the attention of the Commission, 
[400] all as heretofore considered by the Commis¬ 
sion. in particular at its meeting of December 8, 

1937, at. which time the Commission authorized the 
sending to the operator, under date of December 
9. 1937, of the letter incorporated in the minutes 
of that meeting, and its meeting of January 7, 

1938, at which time the Commission considered the 
results of a conference in San Francisco between 
Chairman Kennedy and Dollar officials concerning 
such letter, and approved certain modifications of 
the conditions imposed by such letter. The atten¬ 
tion of the Commission was called to the warranties 
and representations to be made by the operator set 
forth in the form of Operating-Differential Subsidy 
Agreement designated F-l-C approved by the Com¬ 
mission on June 10, 1937. Thereupon, after discus¬ 
sion, the following resolutions were unanimously 
adopted: 

“ “Resolved, that the Commission, having con¬ 
sidered (a) the application, dated February 19, 
1937. of Dollar Steamship Lines Inc., Ltd., a citizen 
of the United States, for financial aid in the 
operation of vessels which are to be used in the 
foreign commerce of the United States; (b) in¬ 
formation now in the possession of the Commission; 
(c) the warranties and representations to be made 
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by said operator in a proposed Operating-Dif¬ 
ferential Subsidy Agreement; and (d) the plan of 
financial and other readjustments of operator [401] 
referred to in resolutions of the Commission of even 
date herewith, which plan must be consummated 
prior to the attachment of any subsidy; hereby 
determines for the period of the proposed agree¬ 
ment (six months) and without respect to any later 
period, in connection with the aforesaid plan, that: 

“ *1. The operation of such vessels in such serv¬ 
ice, route, or line is required to meet foreign-flag 
competition and to promote the foreign commerce 
of the United States, and all of such vessels were, 
or will be, built in the United States, or have been 
documented under the laws of the United States 
not later than February 1, 1928, or were actually 
ordered and under construction for the account of 
citizens of the United States prior to such date; 

“ ‘2. The operator owns, or can and will build 
or purchase, a vessel or vessels of the size, type, 
speed, and number, and with the proper equipment 
required to enable it to operate and maintain the 
service, route, or line, in such manner as may be 
necessary to meet competitive conditions, and to 
promote foreign commerce; 

“ 6 3. The operator possesses the ability, and ex¬ 
perience, and upon the consummation of the plan of 
financial and other readjustments referred to [402] 
in a resolution of this Commission of even date 
herewith, in accordance with the terms and condi¬ 
tions thereof will, at the time when the proposed 
Operating-Differential Subsidy Agreement becomes 
effective possess the financial resources and other 
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qualifications necessary to enable it to conduct the 
proposed operations of the vessel or vessels as to 
meet competitive conditions and promote foreign 
commerce: 

“ *4. The granting of the aid applied for is neces¬ 
sary to place the proposed operations of the vessel 
or vessels on a parity with those of foreign compe¬ 
titors. and is reasonably calculated to carry out 
effectively the purposes and policy of the Act; 

“ *5. The sendees in which such vessels are to 
be used are, respectively, essential services in the 
foreign commerce of the United States/ 77 

Mr. Harrison (continuing): And if I may ask 
the Court to turn to the fourth page of the same 
minutes, further completing the showing concern¬ 
ing directors: 

“It had been suggested that Mr. Paul Hoover be 
substituted for Mr. Herbert Fleishhacker on the 
Board of Directors of the Dollar Steamship Lines, 
Inc., Ltd., and that unless the Commission disap¬ 
proved this action, it would take place immedi¬ 
ately. The Commission agreed that it was in [403] 
favor- of the replacement of Mr. Fleishhacker by 
Mr. Hoover. With respect to the fifth member on 
the Board of Directors, Commissioner Land stated 
that the members of the Commission’s staff had 
been unable to secure the services of Mr. Almon 
Roth for this position, and that they recommended 
Mr. J. Hugh Jackson, a Dean and Acting Comp¬ 
troller of Stanford University.’ 7 

And thereupon the Commission proceeded to ap¬ 
prove that action. 
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Continuing with the last two paragraphs: 

‘‘Mr. Radner stated that, with respect to the 
payment for repairs to be made to the vessels of 
the Dollar Steamship Lines, Inc., Ltd., it had been 
tentatively agreed that, after payment of the mort¬ 
gage notes on the SS President Hoover and the 
overdue notes on the SS President Coolidge, the 
Commission would release up to $500,000 of the 
remaining sum received on account of the total 
loss of the SS President Hoover. 

“Mr. Radner stated that the agreement extend¬ 
ing the mortgage indebtedness of the Dollar Steam¬ 
ship Lines, Inc., Ltd., to the Commission would 
not provide for an extension of the notes on the 
SS President Coolidge payable in 1938, and that 
it would contain an accelerating clause whereby the 
extension of the mortgage indebtedness would [404] 
terminate at the expiration of the six-months’ oper¬ 
ating-differential subsidy agreement, if no further 
subsidy is granted or if, at that time, the company 
defaulted on the temporary agreement.” 

Mr. Harrison (continuing) : We now refer, [405] 
if we may, to page 28 of Exhibit A attached to the 
defendants’ answer, being commonly referred to as 
the first Blue Book, entitled “Settlement of Claims 
Under Ocean Mail Contracts.” 

After referring to paragraph 8 of the settlement 
agreement, this document states: 

“As has been mentioned in the Introductory 
Statement to this compilation, Dollar Steamship 
Lines, Inc., Ltd., was the subcontractor for two 
ocean mail contracts under the Merchant Marine 
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Act of 1928. The routes covered and vessels em¬ 
ployed on such routes are more fully described in 
that Introductory Statement. Title IV of the Mer¬ 
chant Marine Act, 1936, terminated all these ocean 
mail contracts on June 30, 1937, and directed the 
Commission to adjust and settle all rights of the 
parties thereunder filing applications with the Com¬ 
mission for such adjustment. The settlement arrived 
at with Dollar Steamship Lines, Inc., Ltd., is em¬ 
bodied in an agreement dated January 25, 1938, 
which appears in this compilation as document 
8-A. It consisted of a mutual release of claims, 
which claims are set forth in the agreement itself. 
In view of the fact that Section 402(c) of the 1936 
Act provides that if the holder of any ocean mail 
contract terminated by the 1936 Act does not exe¬ 
cute a settlement agreement, such holder may sue 
the United States in the Court of Claims, but [406] 
such suit may not be maintained unless brought 
before January 1, 1938, Dollar Steamship Lines, 
Inc., Ltd., filed a petition in the Court, of Claims 
on December 30, 1937. This petition appears in 
this compilation as Document 8-B. Upon the sign¬ 
ing of the settlement agreement before mentioned. 
Dollar Steamship Lines, Inc., Ltd., filed a motion 
in the Court, of Claims on January 25, 1938, for 
dismissal of its petition. This motion appears in 
this compilation as Document 8-C. On January 25, 
1938, the motion was granted upon consent of the 
Attorney General of the United States and an 
Order entered on the same day, dismissing such 
petition. This Order appears in this compilation 
as Document 8-D. 
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“For the approval of the Boards of Directors 
of Dollar Steamship Line (California) and Dollar 
Steamship Lines, Inc., Ltd., to all the foregoing see 
respectively Documents V-B-2 and V-G-3. For the 
authority in the premises of E. C. Mausshardt, U. 
S. Maritime Commission District Representative, 
see Documents VII-A, B, C, and D. 

“For the opinion of counsel for Dollar Steamship 
Lines, Inc., Ltd., concerning the above-mentioned 
settlement, see Document VI-A.” 

We now ask that there be introduced in evidence 
that portion of the stipulation on fide, consisting 
[407] of Article 22, paragraph 9, appearing at the 
last line of page 122, as follows: 

“9. On or before January 21, 1938, trade credi¬ 
tors having claims in excess of $1,325,549 as of 
October 28, 1937, had executed agreements in the 
form set forth in Documents 1-A and I-B of Ex¬ 
hibit A of Defendants’ Answer, all as stated in 
Document 1-C of said exhibit, and thereafter ac¬ 
cepted preferred stock and ten-year debentures in 
satisfaction of their claims in said amount.” 

At this time we wish to offer the document 1-A, 
referred to in that paragraph of the stipulation 
and appearing at page 65 of Exhibit A attached to 
the defendants’ answer. 

The Court: That is the first blue book? 

Mr. Harrison: Yes, Your Honor. 

This document can readily be summarized, but 
its summarization is important, because it is the 
foundation of later action taken in connection with 
negotiations in April. This document reads that— 
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“Dollar Steamship Lines, Inc., Ltd., a Delaware 
Corporation, herein called ‘Debtor*, and such credi¬ 
tors of Debtor who become parties hereto, herein 
severally called ‘Creditor 7 and collectively called 
‘Creditors', hereby agree as follows: 

“1. Each of the undersigned Creditors, severally 
and not jointly, hereby agrees with Debtor and all 
other creditors who become parties hereto, to accept 
in full satisfaction and discharge of all claims and 
demands of every kind which the undersigned credi¬ 
tor has or makes against the Debtor as of October 
28, 1937, whether now due or which may hereafter 
become due (and which aggregate in amount the 
sum set forth after the name of the undersigned), 
the following: 

“a. 20 per cent in cash. 

“b. 20 per cent in ten-year 3 per cent debenture 
coupon bonds 77 — 

I think I need not read the detail of the bonds, 
may it please the Court— 

“c. 60 per cent in 5 per cent non-cumulative 
preferred stock with a par value of $100 per 
share 7 7 — 

And I think the detail of the shares is not im¬ 
portant. 

The Court: It is non-cumulative? 

Mr. Harrison: That is correct, Your Honor. 

“2. Each of the undersigned Creditors, severally 
and not jointly, hereby further agree with Debtor 
and all other creditors who became parties hereto 
as follows: 

“a. That the delivery of said cash, debentures, 
and stock to the undersigned any time prior to 90 
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days after signing of the subsidy agreement [409] 
later mentioned, shall operate as a complete re¬ 
lease and discharge of all of said claims and de¬ 
mands of the undersigned and of all liens of every 
kind claimed in connection therewith, and upon 
such delivery the undersigned shall surrender to 
Debtor any and all notes and other evidences of 
indebtedness of Debtor which the undersigned may 
hold. Said cash shall be deemed delivered if actually 
paid or if same is then carried by Debtor as cur¬ 
rent account payable and demand of payment has 
not been made. 

“b. That Debtor may compromise with any other 
creditor in such manner as Debtor may deem ad¬ 
visable. 

“c. Anything hereinbefore to the contrary not¬ 
withstanding, this agreement shall become null and 
void as to all parties on January 1, 1938, unless 
before said date the United States Maritime Com¬ 
mission shall have executed with Debtor an agree¬ 
ment for an Operating-Differential Subsidy pur¬ 
suant to Title VI of the Merchant Marine Act, 1936, 
in which event this agreement shall continue in 
full force and effect, or unless before said date 
said Commission shall have denied Debtor’s applica¬ 
tion for such subsidy, in which event this agreement 
shall become null and void on the date of such 
denial. Until this agreement has so become null 
and void or until 90 days shall have elapsed [410] 
from the date of signing said subsidy agreement 
without the undersigned so receiving said cash, 
debentures, and stock, the undersigned will forbear 
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and will not take any legal or other action to en¬ 
force or secure said claims or demands/’ 

Mr. Harrison (continuing): Now, on the very 
next page, may it please the Court, being Document 
1-B, there is an extension agreement for the pur¬ 
pose of extending to March 1, 1938, the date upon 
which these creditors’ commitments would become 
null and void unless the Commission should have 
executed an agreement for operating-differential 
subsidy under the Act. 

The Court: What page? 

Mr. Harrison: That is page 67, Your Honor, of 
the first blue book; and I offer that document, 1-B, 
in evidence. 

The effect of this was, as evidence will later 
indicate, that April 25 became the last day upon 
which the company could avail itself of the commit¬ 
ment set forth in Exhibit 1-A. 

We also wish to offer Exhibit 1-C, appealing at 
page 68, but do not wish to read any portions 
thereof but merely to point out to the Court that 
the document having been admitted in evidence 
will demonstrate that the parties investigated and 
confirmed the fact that at least 90 per cent in 
amount of trade creditors whose claims exceeded 
$2,000 as of October 28,1937, had entered into [411] 
agreements of a certain character; and as further 
supplementing and demonstrating that the Com¬ 
mission had approved that computation and certi¬ 
fication set forth in Exhibit 1-C, we also offer in 
evidence Exhibit 1-D, commencing at page 74 of 
the same document, to wit, the first blue book, or 
Exhibit A attached to the defendants’ answer. 
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And supplementing the further action in con¬ 
nection with those agreements, we now offer in evi¬ 
dence page 30 of Exhibit A attached to the de¬ 
fendants’ answer, or the so-called first blue book, 
being entitled “issuance of debentures and preferred 
stock." 

And, after referring to Section 10 of the agree¬ 
ment of January 7, 1938, incorporating a letter of 
December 9 from the Commission, it states: 

“In satisfaction of the requirements contained 
in paragraphs 1, 2, and 6 of the December 9 letter, 
Dollar Steamship Lines, Inc., Ltd., obtained, prior 
to the date of the subsidy agreements, as herein¬ 
before more fully set forth, whereunder such de¬ 
bentures and preferred stock are to be issued in 
final settlement of the indebtedness covered by such 
agreements. Inasmuch as the proceedings for issu¬ 
ance of such stock and debentures and the securing 
of approval of public authorities to such issuance 
will take several months, in order to satisfy the 
requirements of this condition as far as the [412] 
execution of an operating-differential subsidy agree¬ 
ment was concerned, there was inserted in such 
agreement (Document 12) a provision (Article 42) 
that in the event of any substantial failure to com¬ 
ply with the conditions specified in the letter of 
December 9 and the letter from Dollar Steamship 
Lines, Inc., Ltd., to the Commission dated January 
7, 1938, or to effect the adjustments therein re¬ 
quired, such operating-differential subsidy agree¬ 
ment might be terminated by the Commission, with¬ 
out prior notice to Dollar Steamship Lines, Inc., 
Ltd., and the Commission might thereupon recover 
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any sums theretofore received by Dollar Steamship 
Lines, Inc., Ltd., under the operating-differential 
subsidy agreement/’ 

Mr. Harrison (continuing): Concerning the ac¬ 
tion of the Anglo-California National Bank, in 
connection with its debt, as referred to in the letter 
of December 9, and January 7, respectively, we 
now ask that there be admitted in evidence that 
portion of the first blue book, being Exhibit A 
attached to defendants' answer, appearing at page 
14, entitled ‘‘Indebtedness to Anglo-California Na¬ 
tional Bank of San Francisco,” wherein, after re¬ 
ferring to those provisions of the letters, affecting 
the Anglo-California National Bank of San Fran¬ 
cisco, the following appears: 

“ Pursuant to the above quoted excerpt from the 
letter dated December 9, 1937, from Mr. [413] 
Kennedy to Dollar Steamship Lines, Inc., Ltd., 
there were obtained two agreements from the Anglo 
California National Bank of San Francisco. The 
first of these agreements, between the bank and 
Dollar Steamship Lines, Inc., Ltd., was dated Janu¬ 
ary 17, 1938, and will be found in this compilation 
as Document 2-A. This agreement covered all the 
existing indebtedness of Dollar Steamship Lines, 
Inc., Ltd., to the Anglo Bank. The second agree¬ 
ment which will be found in this compilation as 
Document 2-B, is dated January 25, 1938, and is 
between the Commission, Dollar Steamship Lines, 
Inc., Ltd., and the Anglo Bank. It modifies a trust 
agreement between the same parties dated Septem¬ 
ber 21, 1934, which earlier agreement was executed 
in connection with all the loans made by the United 
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States Shipping Board and with other loans made 
by the Anglo Bank for outfitting the vessels Presi¬ 
dent Hoover and President Coolidge. The second 
agreement was made necessary to conform the terms 
of the earlier agreement to the extension and com- 
promise set forth in the first agreement (Document 
2-A) and the extensions executed by Dollar Steam¬ 
ship Lines, Inc., Ltd., pursuant to paragraph 3 
of the December 9th letter. 

“For the power to enter into and the authority 
to execute these agreements (a) on the part [414] 
of Anglo California National Bank of San Fran¬ 
cisco, see Document YI-C of this compilation; (b) 
on the part of Dollar Steamship Lines, Inc., Ltd., 
see Documents V-G-3 and YI-B, and (c) on the 
part of the United States Maritime Commission 
with respect to the second above-mentioned agree¬ 
ment, to which document alone it was a party, see 
Documents VII-A, B, C, and D.” 

Mr. Harrison (continuing): As to the action 
by so-called company or inter-companv or related 
company creditors, we call attention to page 170 
of Exhibit A to defendants’ answer. Here we refer 
to document 6-A, appearing at page 170 of the 
first blue book, which I will summarize as an agree¬ 
ment between Dollar Steamship Line, or Dollar of 
California, as creditor, and Dollar of Delaware, 
in which Dollar of California accepts in full satis¬ 
faction and discharge of all claims and demands of 
every kind against Dollar of Delaware— 

“a. $50.32 in cash, receipt whereof is hereby 
acknowledged; 

“b. $529,100.00 in 5 per cent non-cumulative pre- 
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ferred stock with a par value of $100.00 per 
share"— 

And otherwise substantially complying with the 
agreements with the trade creditors. 

And we offer in evidence Document 6-B appearing 
at page 171, being likewise an extension winch [415] 
the trade creditors executed. 

We now offer in evidence, appearing at page 172 
of the so-called first blue book, the Exhibit A to 
defendants’ answer, document 6-C, an agreement 
between Admiral Oriental Line, the creditor, and 
Dollar Steamship Lines, or Dollar of Delaware, in 
which Admiral Oriental Line agreed to accept in sat¬ 
isfaction of its debts of $605,892.56 owing to it from 
Dollar of Delaware: 

“A. $92.56 in cash/ 7 and 

**B. $605,800 in 5 per cent non-cumulative pre¬ 
ferred stock with a par value of $100 per share 77 — 

This agreement being otherwise in the form 
described in connection with Document 6-A. 

And we offer in evidence also 173, document 6-D, 
being likewise an extension of that agreement. 

We next call attention to document 6-F, which 
we offer in evidence. It appears at page 175 of the 
Exhibit A attached to the defendants 7 answer, be¬ 
ing the first blue book, and I will summarize it 
as an agreement by which Pacific Lighterage Cor¬ 
poration, a Maine corporation, the creditor, agreed 
with Dollar of Delaware to accept in satisfaction 
and discharge of debts owed it of $152,503.35— 

“a. $61,001.34 in ten year 3 per cent debenture 
coupon bonds 77 — 






vs . Emory S. Land, at al 643 

In debentures of the kind already described, [416] 
and 

“b. $91,502.01 in 5 per cent non-cumulative pre¬ 
ferred stock,” of the character otherwise described, 
and otherwise which is in the form similar to that 
executed by other creditors. 

And we now offer in evidence Document 6-G ap¬ 
pearing on page 176 of the first blue book, or Ex¬ 
hibit A attached to defendants’ answer, which is an 
extension likewise similar in form to those already 
described. 

We next offer in evidence Document 6-1, appear¬ 
ing at page 179 of Exhibit A attached to the de¬ 
fendants’ answer, the so-called first blue book, which 
I will summarize as an agreement by which the 
Robert Dollar Company, a California corporation, 
agreed with Dollar of Delaware to accept in full 
satisfaction and discharge of indebtedness owing to 
it from Dollar of Delaware, amounting to $204,- 
062.52— 

“a. $62.52 in cash,” and 

“b. $204,000.00” in said non-cumulative pre¬ 
ferred stock, and otherwise as in the form already 
described in respect to similar agreements. 

We also offer in evidence Document 6-J, appear¬ 
ing at page 180 of said first blue book, or Exhibit A 
attached to defendants’ answer, which is an agree¬ 
ment by which Dollar of California entered into an 
agreement wdth Dollar of Delaware by which it 
agreed to accept, in satisfaction of all indebtedness 
owred to it, 20 per cent in cash, 20 per cent [417] 
in the said debentures, and 60 per cent in non- 
cumulative preferred stock. 
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No; I am sorrv. I am in error. 

* 

The Court: That is the Olympic Refining Com¬ 
pany, isn't it? 

Mr. Harrison: Yes, Your Honor; I am sorry. 
I was looking for the name of the debtor and 
couldn't find it. I was confused for a moment. 

And the document 6-K, appearing on page 182 
of the first blue book, or Exhibit A attached to 
the defendants’ answer, which is an extension simi¬ 
lar to that already described. 

We now ask to turn to the stipulation on file 
here, Article 4, paragraph 13, on line 10 of page 
44. which reads as follows: 

“13. On January 25, 1938, the United States 
represented by the Maritime Commission. Dollar 
of Delaware, Dollar of California and R. Stanley 
Dollar entered into certain agreements, true copies 
of which agreements are set forth as Documents 
3-A, 3-C, and 3-D, of Exhibit A to the defendants’ 
Answer." 

And we now offer from page 87 of Exhibit A 
attached to the defendants’ answer, an agreement 
which is a supplemental indenture, between R. 
Stanley Dollar, Dollar of California, Dollar of 
Delaware, and the United States Maritime Com¬ 
mission, and merely call attention to that [418] 
portion appearing at page 99, being the fifth clause 
as set forth on that page, as follows: 

“Fifth: Default: It is understood and agreed 
that (1) in the event the Shipowmer and the Steam¬ 
ship Line shall fail or refuse to keep and observe 
all and singular the terms, covenants, and condi¬ 
tions of this agreement on the part of the Shipowner 
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and Steamship Line, respectively, to be kept, per¬ 
formed and observed, such failure or refusal shall 
constitute a default under this agreement; or (2) 
in the event the temporary Operating-Differential 
Subsidy Agreement about to be entered into with 
the Shipowner, or any other Operating-Differential 
Subsidy Agreement subsequently entered into with 
the Shipowner, pursuant to the provisions of the 
Merchant Marine Act, 1936, shall be terminated be¬ 
fore expiration; or (3) in the event a further 
Operating-Differential Subsidy Agreement is not 
made with the Shipowner upon the expiration of 
said temporary Operating - Differential Subsidy 
Agreement, then, in either such event, all of the 
aforesaid several sums and/or notes shall become 
immediately due and payable, and thereupon the 
Mortgagee shall be entitled to enforce all rights and 
pursue all remedies given to the Mortgagee in the 
aforesaid mortgages and/or notes/’ 

And Document 3-C, appearing at page 122 [419] 
of Exhibit A attached to defendants’ answer, which 
is a letter addressed to Dollar Steamship Lines, 
Incorporated, Limited, dated January 25, 1938, and 
signed by the United States Maritime Commission, 
advising of the extension of the maturity dates of 
certain notes therein described, to aid in the con¬ 
struction, outfitting and equipping of the vessels 
President Hoover and President Coolidge. And I 
might call attention to the last paragraph on page 
123: 

“In the event the temporary Operating-Differen¬ 
tial Subsidy Agreement about to be entered into 
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with your company, pursuant to the provisions of 
the Merchant Marine Act, 1936, shall be terminated 
before expiration, all of the aforesaid sums and/or 
notes shall upon such termination date become im¬ 
mediately due and payable, and thereupon the mort¬ 
gagee shall be entitled to enforce all rights and 
pursue all remedies given to the mortgagee in the 
aforesaid blanket preferred mortgage and/or 
notes.” Mr. Harrison (continuing): We likewise 
call attention to the provision on the page 122, in 
which it is stated: 

‘‘It is understood and agreed that the extension 
of said notes as above set forth (1) shall be with¬ 
out prejudice to the right of the shipowner and 
the mortgagee of the vessel President Hoover to 
demand, collect and receive from the [420] insur¬ 
ance underwriters of said vessel the losses payable 
on account of the total loss and/or constructive total 
loss of said vessel or otherwise arising out of the 
stranding of the President Hoover on Hoishoto 
Island near Formosa.” 

We also offer in evidence Document 3-D appear¬ 
ing on page 124 of Exhibit A attached to de¬ 
fendants’ answer, which advises that Mr. R. Stanley 
Dollar, as president of this organization, was autho¬ 
rized to accept the extension in accordance with its 
terms. 

And on this subject we finally offer the page 17 of 
the blue book, reading—that is, the first blue book, 
being Exhibit A attached to defendants’ answer— 
entitled “The Obtaining of $500,000 Additional 
Working Capital.” After referring to the provision 
of the letter, it reports: 
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“In satisfaction of this condition, Dollar Steam¬ 
ship Lines, Inc., Ltd., obtained three loans. The 
first was for $250,000 from the Anglo California 
National Bank of San Francisco, the second was 
for $200,000 from Dollar Steamship Line (Cali¬ 
fornia), and the third was for $50,000 from Dollar 
Wharf and Warehouse Company. The $200,000 
loaned by Dollar Steamship Line (California) rep¬ 
resented the proceeds of two loans which it itself 
obtained, one in the amount of $135,000 from Capi- 
lano Steamship Company, and the other in the 
amount of $65,000 from Dollar Steamship [421] 
Line of Hong Kong. These borrowings by Dollar 
Steamship Line (California), made necessary to 
enable it to loan the $200,000 to Dollar Steamship 
Lines, Inc., Ltd., link in no way the obligations of 
the latter company to those of the California cor¬ 
poration to Capilano Steamship Company or to 
Dollar Steamship Line of Hong Kong.’ 7 

Mr. Harrison (continuing): And we offer Docu¬ 
ment 5-C of the first blue book, being Exhibit A 
attached to the defendants’ Answer, which appears 
at page 158 of the said blue book. This was an 
agreement between Dollar Steamship Line, Incorpo¬ 
rated, Limited, a Delaware corporation, called the 
Shipowner, and the Robert Dollar Company, a 
California corporation, referred to as the Managing 
Agent. Referring to paragraph 1, on page 158, the 
following provision is found: 

“1. That during the period that the said tem¬ 
porary operating-differential subsidy granted by 
said agreement is in force and effect, and the voy¬ 
ages and portions of voyages covered thereby, Man- 
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aging Agent will place at the disposal of the Ship¬ 
owner and transfer to Shipowner such of its per¬ 
sonnel as may be necessary to carry out the busi¬ 
ness of Shipowner as are now employed by Man¬ 
aging Agent in the service of Shipowner, who shall 
become the employees of Shipowner and be [422] 
paid for their services by Shipowner. ” 

Without reading the balance of that paragraph, 
paragraph number 2 provides that the managing 
agent is to provide, without cost to the shipowner, 
and transfer to it, by way of sublease or otherwise, 
its rights in and to its leaseholds for all of its 
offices and other premises then being used in the 
business of managing the shipowner. 

The Court: What is the relevancy of this? In 
other words, this is a limitation of the loan agree¬ 
ment, previously referred to? 

Mr. Harrison: The January 7 agreement supple¬ 
menting the December 8 letter imposes this as one 
of the obligations as a condition of the granting of 
the subsidy, and the purpose is to show the change 
of position in this respect and also the performance 
by this company as well as Dollar of Delawrare of 
that particular provision of the contract. 

The Court: I had thought for the moment it 
referred to the arrangement between the companies 
regarding the raising of whatever the amount was— 

Mr. Harrison: Five hundred thousand dollars 
was the total amount. 

The Court: The $500,000. 

Mr. Harrison: No; this is not in reference to 
that. 
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The Court: This is in reference to one of the 
conditions laid down by the Maritime [423] Com¬ 
mission? 

Mr. Harrison: In substance, the making avail¬ 
able of the management office facilities without cost 
to the Commission or the company. 

At this time we wish to offer from the stipula¬ 
tion, Article 22, paragraphs 2, 3, and 4, appearing 
at page 120 of the stipulation: 

“2. Dollar of Delaware received no mail pay on 
voyages begun on or after July 1, 1937, and it 
received no operating differential subsidy on voyages 
begun prior to January 25, 1938, except for ex¬ 
penses incurred from the next port of departure 
after January 25, 1938, on voyages uncompleted 
on that date. On January 25, 1938, the Commission 
and Dollar of Delaware entered into a temporary 
six months operating differential subsidy agreement, 
a true copy of which is set forth as Document 12 
in Exhibit A to defendants’ Answer.” 

And at this time we offer in evidence, from the 
first blue book, or Exhibit A attached to the de¬ 
fendants’ answer, at page 209, the Operating-Dif¬ 
ferential Subsidy Agreement between the United 
States Maritime Commission and Dollar of Dela¬ 
ware. 

Continuing with paragraph 3 of the stipulation, 
at the top of page 121 thereof: 

“3. Assuming that on or before June 30, 1937, 
the Commission had [424] 

(a) found that Dollar of Delaware possessed the 
financial and other qualifications necessary to qual- 
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ify for subsidy, as required by the Merchant Marine 
Act of 1936, 

(b) determined that subsidy in percentages ini¬ 
tially provided under the subsidy agreement of 
January 25, 1938, were necessary to place the opera¬ 
tions of Dollar of Delaware on a parity with those 
of direct foreign competition, 

(c) made the other findings required as a condi¬ 
tion of granting a subsidy under said Act, and 

(d) had entered into an operating differential 
subsidy with Dollar of Delaware granting the com¬ 
pany a subsidy on all voyages commenced after 
June 30, 1937, including New York-Manila service, 
in the percentages initially provided for in said 
agreement of January 25, 1938, and including voy¬ 
ages of the President Hoover at the rates specified 
in said agreement for the President Coolidge, it is 
reasonably estimated that the amount of subsidy 
which would have been payable to Dollar of Dela¬ 
ware on voyages between July 1, 1937, and January 
25, 1938, which in fact received no subsidy would 
have been approximately $1,040,000. ” [425] 

Mr. Siegel: If the Court please, for the purpose 
of the record we wish to record our objection to 
the receipt of this evidence. We are content that 
the ruling on it be reserved to the close of the proof, 
but we wish to preserve our position and make clear 
now that the granting or denial of a subsidy is 
exclusively within the discretion of the Maritime 
Commission, and the findings necessary to be made 
as conditions precedent to the granting of such a 
subsidy are also exclusively within the discretion 
of the Maritime Commission. 
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But in conformity with the Government’s desire 
that all the facts be before the Court, we do not wish 
to suggest a final ruling at this time, but merely 
wish to preserve our record on the point. 

Mr. Harrison: Continuing on page 121 of the 
stipulation: 

“4. Assuming that, on or before June 30, 1937, 
the Commission had determined that the subsidy 
percentages necessary to place the operations of 
Dollar of Delaware on a parity with those of direct 
foreign competition were those fixed under the 
said agreement of January 25, 1938, as amended by 
amendment effective May 13, 1938, and continued 
in effect in the subsidy agreement of October 6, 
1938, effective October 26, 1938, and assuming [426] 
that the Commission had otherwise made determina¬ 
tion as set forth in paragraph 3 above and had 
granted Dollar of Delaware an operating differen¬ 
tial subsidy accordingly and for the period July 
1, 1937, to January 25, 1938, it is reasonably esti¬ 
mated that the subsidy that would have been pay¬ 
able to Dollar of Delaware on voyages between July 
1, 1937, and January 25, 1938, which in fact re¬ 
ceived no subsidy would have been approximately 
$1,182,000.” 

Mr. Siegel: The same objection, Your Honor. 
And to complete the Government’s record on this, 
the Government wishes now to move to strike the 
offer of proof—and, unfortunately, I do not have 
the page reference to the transcript where it was 
made—as to the amount of mail pay which would 
have been payable had not Congress terminated the 
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ocean mail contracts by Section 401 of the Merchant 
Marine Act of 1936. 

The Court: Let me ask you this question: Con¬ 
gress terminated the ocean mail contracts on other 
lines? 

Mr. Siegel: All of them. 

The Court: All of them. 

* * * * * 

Mr. Siegel: If the Court please, just before the 
recess I had made a motion to strike paragraph 5 
of article 22 of the stipulation, appearing on page 
122 of that document. At the time I made the mo¬ 
tion, I did not have the page reference to the 
transcript at that point at which that paragraph 
had been offered. I now have the reference, which 
is at the top of 345; and I repeat what I said before 
the recess. 

The Court: On page 345? 

Mr. Siegel: Of the transcript, Your Honor? 

The Court: Yes. 

Mr. Siegel: I merely wanted to identify the place 
where that offer of proof was made and that para¬ 
graph was received in evidence. At that time the 
Government did not make the objection, which it 
now makes and moves to strike. 

The Court: Do you think that objection is sound, 
Mr. Harrison? 

Mr. Harrison: If the Court please, the purpose 
of the testimony will appear to have a great [428] 
deal of relevancy at a later time, when we will 
produce evidence of the change in the financial 
condition of the company at that time. During this 
period of time the purpose of the testimony was to 
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show the company operated in these foreign trade 
routes, and without the benefit of either mail pay 
or subsidy. And it is a stipulated estimate concern¬ 
ing what the amounts would be. 

The Court: You mean the amount of subsidy? 

Mr. Harrison: Yes, sir. 

The Court: Rather than the amount of net 
profit the company would receive? 

Mr. Harrison: That is correct, Your Honor. 

The Court: As a result of the subsidy? 

Mr. Harrison: Yes, may it please the Court. 
We would not attempt to predicate any speculative 
net profit upon that evidence, but purely as to the 
financial .condition of the company at that time, 
when operating on these foreign trade routes. 

The Court: Then what you are saying is, if 
the mail contracts had not been cancelled as of 
June 30, 1937, there would have accrued to the 
company, in the nature of subsidy, $1,200,000? 

Mr. Harrison: And if, in lieu of the mail pay, 
as the act authorized, and operating differential sub¬ 
sidy had been granted, it would have been replaced 
by the other figures stipulated to. [429] 

The Court: In any event, there would have been 
so much money which the company didn’t get? 

Mr. Harrison: Yes, sir. 

The Court: I will let it stand, for whatever pro¬ 
bative value it may have. 

Again I repeat what I said, Mr. Siegel, that I 
have not made up my mind as to the probative 
value of all the evidence Mr. Harrison has intro¬ 
duced up to now, bearing, as he presumably claims 
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it will bear, upon the agreement of August 15, 
193S. 

Mr. Siegel: As Your Honor remembers, I speci¬ 
fically stated these objections were made for the 
record, with the thought Your Honor would wish 
to reserve ultimate ruling until the close of the 
proof; and at that time—and simply preserve our 
record now—we will contend that these questions 
are not properly before the Court. But I have no 
desire at this time to preclude Your Honor from 
hearing the entire history. 

The Court: The record will note your objection. 

Mr. Siegel: And we ask for the same ruling. 

The Court: The same ruling. 

Mr. Harrison: We ask to turn to article 22, 
paragraph 12, appearing at page 123 of the stipu¬ 
lation. That paragraph 12 reads: 

“In the year 1938 Dollar of Delaware was [430] 
required to effect certain repairs, reconditioning 
and betterments of vessels as more particularly set 
forth in paragraph 15 below/’ 

The Court: That originally was “paragraph 16 
below,” and it was changed by agreement on the 
23rd of April. 

Mr. Harrison: Right, Your Honor. 

The Court: It is paragraph 15. 

Mr. Harrison: Yes, sir—and the paragraph 15 
below reading as follows: 

“15. The requirements for repairs, recondition¬ 
ing and betterments on the vessels of Dollar of 
Delaware referred to in paragraphs 12 and 13 
above were ascertained as set forth in subdivisions 
(a) through (k) hereof of this paragraph: 
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“(a) Duly authorized inspectors of the Bureau 
of Navigation and Marine Inspection made annual 
inspections and reinspections at intervals of the 
vessels of Dollar of Delaware and thereafter filed 
reports listing the repairs, reconditioning and bet¬ 
terments necessary to be made on vessels of Dollar 
of Delaware in order to comply with the regulations 
of the Bureau. 

“ (b) On November 1,1936 the International Con¬ 
vention for the Safety of Life at Sea was ratified 
by the United States and became effective Novem¬ 
ber 1, 1936. Pursuant to it and pursuant to [431] 
the ‘Revised Statutes’ of the United States as 
amended by the Act of June 20, 1936, the Bureau 
of Navigation and Marine Inspection of the De¬ 
partment of Commerce issued regulations on No¬ 
vember 13, 1936 and subsequent dates requiring 
alterations on ships and installation thereon of 
certain equipment, modifying and supplementing its 
then existing regulations. These regulations, ordi¬ 
narily referred to as ‘Safety at Sea’ regulations, 
were effective, by their terms or by extensions 
granted to Dollar of Delaware, in November, 1937. 

“(c) The repairs, reconditioning and betterments 
thus required to be made pursuant to the regula¬ 
tions of the Bureau of Navigation and Marine 
Inspection which became effective as to Dollar of 
Delaware in November, 1937, included those in¬ 
volving substantial structural changes. 

“(d) Each individual ship mortgage executed on 
the 502’s in 1924 and on the 535’s in 1925 contained 
provisions identical with those of Sections 8 and 9 
of Article I of Document 4-5 hereof, relating to 
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the operating condition, classification and periodic 
inspection of said vessels. Sections 9 and 10 of 
Article I of the blanket preferred mortgage exe¬ 
cuted on the SS President Hoover and Coolidge 
on October 1, 1931, (Document 4-9 hereof) [432] 
contained similar provisions. Each of said mort¬ 
gages contained in Section 3 of Article I provisions 
relating to insurance. 

“(e) The operating differential subsidy agree¬ 
ment entered into between the Maritime Commis¬ 
sion and Dollar of Delaware January 25, 1938, 
which is Document 12 of Exhibit A to the de¬ 
fendants ? Answer, contains a provision (paragraph 
6) entitled “Condition of Vessels 77 , a provision 
(paragraph 8) “Minimum Manning and Wage 
Scales and Reasonable Working Conditions 77 and 
a further provision (paragraph 9) entitled “Main¬ 
tenance and Repairs 77 . 

“(f) The operating differential subsidy agree¬ 
ment entered into between the Commission and Dol¬ 
lar of Delaware, effective October 26, 1938, which 
is Document XIV-A of Exhibit F to the defendants 7 
Answer, contains a provision (paragraph 7) en¬ 
titled ‘Condition of Vessels 7 , a provision (para¬ 
graph 9) entitled ‘Minimum Manning and Wage 
Scales and Minimum Working Conditions 7 and a 
further provision (paragraph 10) entitled ‘Mainte¬ 
nance and Repairs 7 . 77 

Mr. Harrison (continuing) : And continuing with 
paragraph (g), at the top of page 126 of the stipu¬ 
lation : 

“(g) Pursuant to the above-mentioned mortgage 
provisions and the subsidy agreement of January 
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25, 1938, duly authorized surveyors of the [433] 
Maritime Commission made annual or semi-annual 
surveys of the vessels of Dollar of Delaware (as 
surveyors of the United States Shipping Board 
had theretofore done) and thereafter made reports 
specifying the repairs, reconditioning and replace¬ 
ments, not involving structural changes, necessary 
to maintain the vessels under the provisions of the 
mortgages and subsidy agreements. 

“(h) The Maritime Commission’s surveyors also 
listed work on ‘crew quarters’ required under regu¬ 
lations issued by the Commission pursuant to Sec¬ 
tion 301(a) of the Merchant Marine Act, 1936, in¬ 
cluding substantial structural changes. 

“(i) The American Bureau of Shipping is a 
private non-profit organization maintained by fees 
for survey of ships and issues so-called ‘classifica¬ 
tion’ certificates based on compliance with its rules 
and provisions as to seaworthiness. The American 
Bureau functioned in this manner during the years 
1937 and 1938. 

“(j) Duly authorized surveyors of the American 
Bureau of Shipping made surveys of each ship 
whenever drydocked, which in the case of Dollar 
of Delaware occurred at least once a year, and a 
so-called ‘special survey’ every four years, and 
thereafter submitted reports listing the repairs, re¬ 
conditioning and replacements, not involving [434] 
structural changes, necessary to be made on vessels 
of Dollar of Delaware in order to maintain classi¬ 
fication. ‘Special Surveys’ of the 502’s and 535’s 
fell due in 1937 or 1938.” 

The Court: How relevant is this? 
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Mr. Harrison: One of the important problems 
throughout this period, and one of the features of 
the successive contracts all the way from October 
22, 1937, to the final agreement of August 15, 1938, 
had to do with the provisions contained with refer¬ 
ence to the advancing of funds and loans for the 
compliance with the safety-at-sea regulations. We 
will show in the evidence that although—as a mat¬ 
ter of fact, this much is already in the evidence, 
may it please the Court—that although the pro¬ 
posal which may be identified as the Goertner and 
Aulsbrook plan, set forth in the teletype to the 
Commission of October 29, 1937, contained pro¬ 
visions to take care of these needs, and although 
the report to the Maritime Commission stated the 
Commission must be prepared to make these ad¬ 
vances if the plan were to be carried through, in 
fact they were never made until August 15. 

We will likewise show that the financial ability 
of the company to meet its obligations was seri¬ 
ously affected by this, and caused it to deteriorate 
very rapidly throughout the year 1938. 

The Court: Safety-at-sea regulations are pre¬ 
scribed by Congress, are they not? [435] 

Mr. Harrison: Yes, sir. 

The Court: What does the American Bureau of 
Shipping have to do with that? 

Mr. Harrison: Oh, that relates, if Your Honor 
please, in order that we may make clear to the 
Court the position in which the company stood 
financially, to how much of the repairs were re¬ 
quired under the mortgages and by its contracts 
with the Commission, and how much of those repairs 
were required by the safety-at-sea regulations. 
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In order that we might make clear to the Court 
the relative importance of those—well, there are 
three figures: First, the repairs necessary under 
the mortgages, by virtue of the requirements of 
maintaining classification; and 

Second, the necessity of making alterations in 
order that ships could sail; and 

Third, repairs and changes to crews’ quarters— 

All of those three factors, in importance in the 
order in which I named them, which created a 
condition which necessitated these loans to be ad¬ 
vanced. 

The Court: Yes, I know. But the repairs to 
crews 7 quarters were made as a result of a survey 
by the Commission’s surveyors, pursuant to the 
provisions of the Merchant Marine Act of 1936? 

Mr. Harrison: That established power. 

The Court: And that may possibly come [436] 
into the picture. But I cannot at all see how anything 
in the nature of a private survey, and the consequent 
expense resulting therefrom, from the American Bu¬ 
reau of Shipping, in any way comes into the picture 
as it is being developed between the Maritime Com¬ 
mission and the company. 

Mr. Harrison: It is because that requirement ex¬ 
isted, solely as a result of the contracts between the 
Maritime Commission and the companies. 

The Court: You mean the Commission required, 
as part of the contracts existing between the Mari¬ 
time Commission and the companies, that there must 
be a certificate by the American Bureau of Ship¬ 
ping? 
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Mr. Harrison: Yes, Your Honor—and that the 
classifications in the mortgages be maintained, in ac¬ 
cordance with those surveys. 

The Court: That answers my question. 

Mr. Harrison: Continuing, may it please the 
Court, at the top of page 127 of the stipulation: 

‘‘(k) Every time a vessel of Dollar of Delaware 
arrived at home port the Superintending Engineer 
of Dollar of Delaware, under the supervision of the 
Company’s operating manager, inspected the vessel 
to ascertain the ordinary voyage repairs required by 
ordinary wear and tear on the vessel resulting from 
that voyage. [437] 

'‘16. (a) During the year 1938, and for many years 
prior thereto, many American flag steamship com¬ 
panies customarily secured a classification certificate 
of the American Bureau of Shipping for each of its 
operating vessels, as an aid in placing insurance, 
though not essential therefor, and as of some eviden¬ 
tiary value on the issue of seaworthiness in event of 
accidents.” 

The Court: Now, Mr. Harrison, again respecting 
the question of relevancy of this evidence, I am as¬ 
suming that by the law of competition the company 
would be most certain to have seaworthy vessels, and, 
secondly, I am assuming by virtue of labor regula¬ 
tions, the crew quarters would have to observe certain 
regulations. 

Mr. Harrison: No, Your Honor. I am sorry, but 
I don' t think it will be in the record, but it happens to 
be a subject especially within my knowledge. And 
there were not in existence then and are not now in 
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existence on the Pacific Coast any provisions in the 
crew contracts concerning ships’ quarters, other than 
to conform to the specifications of the Marine Bureau 
of Inspection; and they were made either because of 
the companies’ willingness to make them, may I say 
quite frankly to Your Honor, urged by pressure from 
labor unions. 

But in this particular case here in evidence it was 
because by direction of the Commission itself, in the 
specific case of the ship. [438] 

The Court.: All right. 

Mr. Harrison: We would like to turn now to Ar¬ 
ticle 22, paragraph 19, which appears on page 128 of 
the stipulation. 

The Court: Let me ask you this question: If the 
line was in good financial shape, and required noth¬ 
ing in the way of financial aid from the Government, 
acting through the Maritime Commission, would the 
Maritime Commission have any control over the line 
per se ? 

Mr. Harrison: If it had an operating differential 
subsidy, yes, Your Honor; if it did not have an oper¬ 
ating differential subsidy, no, Your Honor, because 
the control, the section of the Merchant Marine Act 
of 1936, vesting that power, vests power to establish 
minimum wages and hours and working conditions 
on ships receiving operating differential subsidies. 

The Court: The operating differential subsidy is 

merelv an aid of a financial character from the Gov- 
%/ 

ernment to maintain transportation in certain areas ? 
Isn’t that right? 

Mr. Harrison: That is correct, Your Honor. 

The Court: And I say, if the line is able to do that, 
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in other words, from San Francisco to New York, to 
the Orient, Shanghai, Manila, and Kobe, if the line 
were able to do that without any aid from the Govern¬ 
ment, then none of these requirements would [439] 
exist, because the Maritime Commission would have 
no control ? 

Mr. Harrison: That is correct, Your Honor. 

We ask now that we turn to page 128 of the stipu¬ 
lation, may it please the Court, being article 22, para¬ 
graph 19: 

“19. In January 1938 it was reasonably estimated 
with the qualifications shown in Document 22-2, and 
Dollar of Delaware and the Maritime Commission 
believed, that confining repairs, reconditioning and 
betterments to 8 ships, the cost would be about $700,- 
000 of which crews’ quarters would take about one- 
fourth. Document 22-2 is a true copy of a document 
prepared by A. B. Poole on January 13,1938 reflect¬ 
ing said estimates which were made, as shown, by 
Charles King, E. C. Mausshardt, and a committee 
appointed by the Maritime Commission to determine 
work to be done on crews’ quarters.” 

At this time we wish to offer the document 22-2 
referred to, but we do not care at this time to review 
the contents, because it will be referred to in later 
testimony, may it please the Court. 

The Deputy Clerk: That will be Plaintiffs’ Ex¬ 
hibit 57. 

(The document prepared by A. B. Poole, Jan¬ 
uary 13, 1938, heretofore identified as document 
No. 22-2, was accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 57.) 
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[Plaintiffs’ Exhibit 57 reads as follows:] 


DOLLAR STEAMSHIP LINES, INC., LTD. 

ROUGH PICTURE OF REPAIRS REQUIRED FOR PROPOSED 

SAILING SCHEDULE 

Excl. Crews Qtrs. Incl. Crews Qtrs. 

Alter’ns Committee Alter’ns 



King 

Mausshardt 

£.stim. 
Crews’ Qtrs. 

King 

Mausshardt 

Pres. Cleveland 

S 96,000 

$ 88,000 

$ 24.000 

$120,000 

$112,000 ] 

Pres. Adams 

61,000 

57,000 

18,000 

79,000 

75,000 

Pres. Coolidge 

22,000 

31,000 

15,000 

37,000 

46,000 

Pres. W ilson 

136,000 

135,000 

24,000 

160,000 

159,000 

Pres. Taft 

65,000 

55,000 

24.000 

89,000 

79,000 

Pres. Harrison 

68,000 

63,000 

18,000 

86,000 

81,000 

Pres. Polk 

51,000 

56,000 

18,000 

69,000 

74,000 

Pres. Garfield 

52,000 

52,000 

18,000 

70,000 

70,000 

Total. 

..$551,000 

$537,000 

$159,000 

$710,000 

$696,000 


Note 1: The above amounts may prove to be excessive estimates by: 

1. A small amount of the work already completed. 

2. Possible excessive allowance for shell work. 

3. Fire screen bulkheads on Cleveland, Wilson and Taft (total $30,000) 

4. Routine voyage repairs might in some cases be excluded from considera¬ 
tion. 

Note 2: Mausshardt’s estimate assumes little overtime work. King’s probably 
does also. 

Note 3: Mausshardt considers estimates for crews’ quarters alterations probably 
a trifle low. 

Note 4: Subsidy would probably accrue on (very roughly) 


Drydock work .$ 39,000 

10% of special survey work. 28,000 

All of loud speaker equipment. 54,000 

All of fire screen bulkheads (Incl. Cleveland, Wilson, Taft).... 50,000 

All other safety requirements. 3,000 

Half of normal voyage repairs. 36,000 

All of crews’ quarters alterations. 159,000 

Total.......$359,000 

Very rough approximation of subsidy. 180,000 

A.B.P. 

1-13-38 
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Mr. Harrison: May we resume, then, may [440] 
it please the Court, with paragraph 25 of stipulation 
article 22, commencing at line 29, on page 129: 

“25. The actual cost of effecting said repairs, re¬ 
conditioning and betterments exceeded the above es¬ 
timates. 

“26. In February 1938 it was reasonably esti¬ 
mated, and Dollar of Delaware and the Commission 
believed that, confining repairs, reconditioning and 
betterments to said eight ships, the cost would be 
about $1,000,000, as set forth in Document 22-4. Mr. 
A. B. Poole submitted a copy of this document to 
each of the directors of Dollar of Delaware on Feb- 
ruarv 17, 1938. 77 

And, again, we offer document 22-4 in evidence, but 
ask that description of it be deferred pending further 
testimony. (Handing the document to the Deputy 
Clerk.) 

The Deputy Clerk: Plaintiffs 7 Exhibit 58. 

(The document heretofore identified as No. 
22-4 was accordingly marked and received in evi¬ 
dence as Plaintiffs 7 Exhibit No. 58.) 

Mr. Harrison: And continuing: 

“27. By April of 1938 it was reasonably esti¬ 
mated, and Dollar of Delaware and the Commission 
believed, that the amount of money needed for said 
repairs, reconditioning and betterments to 12 ships 
was $1,500,000. 

“28. In April 1938 it was reasonably estimated, 
and Dollar of Delaware and the Commission [441] 
believed, that Dollar of Delaware required a loan of 
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$1,500,000 to accomplish said repairs, reconditioning 
and betterments.’ 7 

We ask that we turn to paragraph 38, on page 133 
of the stipulation, being the same article: 

“38. The amount of subsidy which accrued under 
the temporary six months operating differential sub¬ 
sidy of January 25, 1938, as extended to October 26, 
1938, was $832,000, a sum substantially less than the 
amount which would have been received had the ves¬ 
sels of Dollar of Delaware sailed as scheduled in 
1937. M 

We now offer in evidence document 2-A-10, being 
Dollar of Delaware minutes for February 11, 1938. 
(Handing the minutes to the Deputy Clerk.) 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 59. 

(Minutes of board of directors 7 meeting, Dol¬ 
lar Steamship Lines Inc., Ltd., heretofore iden¬ 
tified as document No. 2-A-10, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 59.) 

The Court: I assume they were prevented from 
sailing in 1937, by virtue of maritime conditions on 
the West Coast, the strike ? 

Mr. Harrison: That was true, may it please the 
Court, until February 4, 1937; and after that, due to 
the failure to make the alterations necessary to con¬ 
form to the safety-at-sea requirements. [442] 

At this point we wish to read a brief excerpt on the 
second page, on the same subject, commencing just 
after the resolution: 

‘‘Mr. Poole spoke about repairs that are being 
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made to our ships before they can sail on their respec¬ 
tive voyages. He remarked at the great difference in 
the estimate of the Maritime Commission represen¬ 
tatives and the actual cost of making repairs." 

And again on the fourth page, on the subject of 
the company's financial condition, the third para¬ 
graph after the resolution: 

“Mr. Poole called attention to the precarious con¬ 
dition of the company due to our vessels being laid 
up out of commission, and some which were only now 
beginning to operate regularly. He submitted a state¬ 
ment of current Accounts Payable showing total past 
due on February 7th of $1,064,608.79, and the total 
cash balance on that day in all banks amounts only to 
$375,000.00. He stated that at the present time we 
were paying only such bills as it was absolutely nec¬ 
essary to pay." 

And the last paragraph on that page: 

“Mr. Dollar called attention to the amount of in¬ 
surance written on the SS Pres. Coolidge which at 
present amounted to only $6,300,000.00. He [443] 
stated the vessel was worth much more than this sum 
and asked for an expression from the directors as to 
whether the question of increasing the amount of in¬ 
surance written should be taken up with the brokers 
now or whether the matter should be deferred until 
the expiration of the policies October 1st. It was the 
consensus of the Board of Directors that the matter 
of writing increased insurance on the SS Pres. Cool¬ 
idge should be taken up forthwith.” 

Mr. Harrison (continuing): We now offer stipu- 
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lation article 6, paragraph H, page 62 of the stipula¬ 
tion, line 26: 

“H. The following statements appearing in the 
minutes of the Board of Directors of Dollar of Dela¬ 
ware on February 11,1938 may be taken as evidence 
of the matters stated, as follows: 

“There was a great difference between the cost of 
making repairs to the company’s ships before they 
could sail on their respective voyages and the esti¬ 
mates of such costs”— 

and we don’t care about the detail of the costs which 
follow along down through the names of the ships 
and the amounts, and down through the semi-colon, 
after which follows: 

. . according to the company’s books current 
accounts payable and past due on February 7, 1938 
were $1,064,608.00 and the total cash balance on that 
date was $375,000 ...” [444] 

We now wish to offer article 6, paragraph I, on 
the following page, as follows: 

“I. On February 21,1938 Dollar of Delaware, by 
Mr. Arthur Poole, its treasurer and a director, wrote 
a letter to the United States Maritime Commission. 
Document 6-1 is a true copy of that letter, which is 
referred to in the minutes of Dollar of Delaware of 
February 23, 1938.” 

We offer the document, which is 6-1, as identified 
in the stipulation, as the exhibit next in order for the 
plaintiffs. (Handing the document to the Deputy 
Clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit No. 60. 
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(The letter of February 21,1938, addressed to 
the Maritime Commission, and heretofore iden¬ 
tified as document No. 6-1, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 60.) 


[Plaintiffs' Exhibit 60 reads in part as fol¬ 
lows :] 

San Francisco, California, 
February 21, 1938. 

United States Maritime Commission, 

Washington, District of Columbia. 

Gentlemen: 

I have been treasurer of Dollar Steamship Lines, 
Inc., Ltd., now for three weeks. The subsidy agree¬ 
ment has been in effect also for three weeks. I think 
it is time to give you a statement of our conditions 
and problems, and the more especially so because 
the financial problem has become more acute than 
I think any of us had reason to expect. 

About the first of November it was determined 
that the company needed a minimum of $500,000 
new capital in order to have reasonable prospect of 
carrying on through a preliminary subsidy period. 
Since the first of November the company has suf¬ 
fered losses as follows: 

November.$154,000 

December . 198,000 

January . 293.000 

v / 

February (very rough estimate) . 300,000 
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How does this deterioration in current position 
make itself felt? The current position is approxi¬ 
mately as follows today: 

December and prior accounts 
payable which are past due and 


unpaid .$ 775,000 

Amount necessary to pay to trade 
creditors to keep the cash-de¬ 
benture-preferred stock agree¬ 
ment of October 28th. 265,000 


Total of these two items.$1,040,000 


Against these current liabilities is a present cash 
balance in all home office accounts of about $185,000, 
and little in the way of receivables. 

In addition to the current position as thus out¬ 
lined we have several problems of financial nature 
which add to the gravity of the situation. 

The first problem has to do with repairs. Repairs 
as estimated in January both by ourselves and by 
Mr. Mausshardt on eight ships now to be put into 
service, came to about $545,000; we understood Cap¬ 
tain Holt’s estimates on crews’ quarters alterations 
to run about $160,000. Thus the two together ap¬ 
proximate $700,000. It now appears that the cost 
of crews’ quarters alterations is going to exceed 
$400,000, and that the cost of repairs will run from 
$700,000 to $850,000. That means a combined total 
of $1,100,000 to $1,250,000. After receiving the sub¬ 
sidy payments on crews’ quarters alterations and on 
the routine portion of drydocking, which subsidy 
payments should run to about $250,000, there will re- 
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main $850,000 to $1,000,000 for us to pay on repairs 
and alterations. This statement is based on Mr. 
Mausshardt’s opinion that no subsidy will be granted 
on our present repairs other than for routine dry¬ 
docking and crews’ quarters alterations. 

The Commission now has $600,000 in President 
Hoover insurance proceeds which it can allocate 
to our repair expenses. This leaves still $250,000 
to $400,000 to be met somehow, I don’t know how. 

The rapid rise in repair and alteration estimates 
appears to be due to several causes. I believe that 
your surveyors are going over our ships with a great 
deal of energy and perseverance so that no con¬ 
ceivable change or repair may be overlooked. I also 
believe that the crews’ quarters alterations commit¬ 
tee has been grossly misinformed as to the probable 
cost of the alterations which they recommended. 
And finally the extent and swiftness of the rise in 
shipyards prices has been a surprise to us as well 
as to the Commission. 

Although I do not yet have opinion as to the 
answer, I consider that the extent of the repair 
cost does raise the question as to whether a prudent 
business man would invest that much money in ships 
of the age of our ships, regardless of how large 
his cash balances were. 

A second financial problem has to do with the ex¬ 
perience of every concern that runs short of cash. 
As soon as accounts payable get dammed up, the 
company affected is forced to pay in advance for 
merchandise which it formerly could buy on reason¬ 
able terms. For example, the Standard Oil Company 
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of New York is forcing us to pay for oil before 
they open a valve. This particular company is also 
charging us 20c a barrel more than they would 
otherwise charge us for the same oil on 30-dav 
terms, for no apparent reason other than they see 
the chance to squeeze us. This situation is not true 
generally with our creditors, but we are encount¬ 
ering more of it as each day goes on. 

A third financial problem arises from the fact 
that our repairs, as they grow more extensive, also 
grow more time-consuming. The crews’ quarters 
alterations seem to be the critical item as to length 
of time consumed. We are inevitably going to suffer 
substantial losses between now and the time when 
our last ship sails on the new schedule (May 19th). 
But in addition, it now appears that we shall have 
either to contract for considerable work on an 
overtime basis, which is costly, or to make further 
delay in our sailing schedule and thus extend the 
time for which we do not cover our overhead 
expense. 

* * * * * 


Mr. Siegel: If the Court please, I take it this docu¬ 
ment is offered only to show such letter was sent to 
the Maritime Commission, and not to prove the truth 
of the matters asserted therein. 

Mr. Harrison: We offer it for whatever effect it 
would have, in view of the presence of the Commis¬ 
sion’s representatives on the board of directors of 
Dollar of Delaware. 

The Court: The same ruling. 
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Mr. Siegel: The same as to the other docu- [443] 
ments, Your Honor— 

The Court: That is correct. 

Mr. Siegel: That it was sent. 

Mr. Harrison: 

We next wish to offer in evidence Document [449] 
2-A-ll, the company's minutes of February 23, 1938 
(handing the minutes to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 61. 

(The minutes of special meeting of [450] 
Board of Directors of Dollar Steamship Lines, 
Inc., Ltd., February 23, 1938, heretofore identi¬ 
fied as Document No. 2-A-ll, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 61.) 

Mr. Harrison: Turning to the third sheet of this 
document, we call attention to the fact that at this 
meeting Mr. Poole submitted a copy of his letter to 
the Maritime Commission of February 21, 1938, and 
that, the letter was read to the board of directors, 

and the contents thereof were summarized. 

* * * * * 

Mr. Harrison: * * * I am referring now to just 
below the resolution, where it says: 

“A general discussion on the financial condition 
of the company followed, and Mr. Poole submitted 
copy of a letter which he had written to the Maritime 
Commission February 21, 1938.” [451] 

* * * * * 

Mr. Harrison: Quoting further from the minu tes: 
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“Mr. Dollar expressed the opinion that the sur¬ 
veyors were entirely too zealous in their examination 
of our ships and seemed to be picking up every con¬ 
ceivable defect they could find and if they continued 
to pursue this policy, it would be impossible for this 
company to bear the enormous costs of the repairs 
which the surveyors required to be made.” 

Mr. Siegel: Where is this, Mr. Harrison, please? 

Mr. Harrison (indicating): These pages are not 
numbered; so it is a little difficult. 

Mr. Siegel: Yes, sir. 

Mr. Harrison: And following further down two 
paragraphs: 

“It was suggested by Mr. Dollar that possibly we 
could run the vessels as freighters and thus eliminate 
a great amount of the repair work, as well as lower 
the manning cost. The question was raised whether 
the ships would qualify for a subsidy if they were 
operated as freighters. An examination of the Sub¬ 
sidy Agreement seemed to indicate that the vessels 
could be so operated and qualify for a subsidy, al¬ 
though the agreement did state that the vessels 
should be run to meet *Competitive conditions' [452] 
and there was some doubt as to whether this might 
not apply that the vessels should be operated as com¬ 
bination freight and passenger ships. 

“Mr. Dollar stated that he and Mr. Poole had in¬ 
terviewed Mr. Mausshardt regarding the repair ques¬ 
tion and impressed upon him the importance of re¬ 
ducing the amount of work to be done. Mr. Baumgar- 
ten stated he had also talked to Mr. Mausshardt and 
explained to him the tremendous financial burden 
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that the excessive repairs were placing on the com¬ 
pany.-’ 

Mr. Harrison (continuing): The purpose of this 
exhibit, and other quotations contained here, was to 
show as of this date the growing weight of the repair 
problem so far as the company was concerned, all 
leading up to a series of negotiations which com¬ 
menced shortly thereafter. 

At this time we wish to offer Article V-J-2, and 
Document 6-2, appearing at line 9 of page 64 of the 
stipulation. Before I read that, may it please the 
Court, I will read paragraph J, as the foundation of 
the offer, commencing on line 28 of page 63: 

“J. Certain statements appearing in the minutes 
of the Board of Directors of Dollar of Delaware in 
193S under the dates designated may be taken as 
evidence of the matters stated, as follows:” 

And then paragraph 2, on page 64: [453] 

“2. March 8, 1938: The company’s cash balance 
on that day was only $68,000 according to its books 
and ‘its financial situation was still critical.’ ” 

We now wish to offer Article 4, paragraph 12, page 

44: 

“12. On January 24, 1938, the unpaid balance of 
the indebtedness to the United States on account of 
the 502 and 535 ship sales notes, 502 reconstruction 
notes, and Coolidge and Hoover notes totaled $13,- 
178,719.14 of which amount approximately $4,000,- 
000 was then due and owing, including all of the un¬ 
paid ship sales notes and part of each series of the 
502 reconstruction and Hoover and Coolidge notes.” 
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And paragraph 14 on the same page, commencing 
with line 16: 

4 4 14. After January 25, 1938, and before the end 
of February the sum of $5,593,743 of the insurance 
proceeds realized on the loss of the President Hoover 
was applied to the payment of the entire principal 
and accrued interest owing on account of the Hoover 
loan and all amounts of principal and interest which 
had been due and unpaid on the Coolidge loan imme¬ 
diately prior to the execution of the foregoing agree¬ 
ments/ ’ 

We now' offer in evidence the minutes of the Mari¬ 
time Commission of January 17, 1938, being [454] 
Document 2-F-21 annexed to the stipulation (hand¬ 
ing the minutes to the deputy clerk). 

The Deputy Clerk: That is Plaintiffs’ Exhibit 62. 

(The Maritime Commission minutes of Janu¬ 
ary 17, 1938, heretofore identified as Document 
No. 2-F-21, were accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 62.) 


(Plaintiffs’ Exhibit 62 reads in part as fol¬ 
lows :] 

Mr. Radner presented, for the consideration of 
the Commission, a proposed form of agreement 
with the Dollar Steamship Lines, Inc., Ltd., with 
regard to the application of the insurance payments 
aggregating approximately $6,250,000 resulting from 
the total loss of the SS President Hoover. Several 
modifications to this agreement were suggested by 
members of the Commission, and after a full dis- 
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cussion, the Commission, by the unanimous “yea” 
vote of the members present, approved the form of 
agreement with the changes suggested and directed 
Mr. Radner to notify the representatives of the 
Commission's staff in San Francisco of the Com¬ 
mission's approval of the agreement and the modi¬ 
fications suggested therein, as specified in the fol¬ 
lowing teletype message: 

« • « « # 

The form of agreement, as approved with the 

changes suggested, is as follows: 

« • • • • 

“Whereas, as a result of the disaster to the SS 
President Hoover on Hoishoto Island now For¬ 
mosa, it is anticipated by the parties hereto that 
the Commission will receive insurance payments ag¬ 
gregating approximately six million two hundred 
and fifty thousand dollars ($6,250,000.00); and 

“Whereas, Dollar is indebted to the Commission 
on account of certain construction and hotel equip¬ 
ment loans for the SS President Hoover and the 
SS President Coolidge, which said loans are evi¬ 
denced by certain promissory notes payable by Dol¬ 
lar to the Commission; and 

“Whereas, the parties hereto desire to provide 
how such insurance payments shall be applied, and 
the terms and conditions on which such applications 
shall be made: 

“Now, Therefore, it is hereby agreed by and be¬ 
tween the parties hereto as follows: 

“I. All such insurance proceeds shall be paid to 
the Commission, and Dollar shall promptly execute 
and deliver any instruments or documents and take 
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any action that may be necessary or advisable to 
accomplish and facilitate such payments to the Com¬ 
mission, and when, as and if received, the Com¬ 
mission shall apply such payments as follows: 

“First: To the full payment and discharge of 
the entire principal balance and all accrued interest 
on the Hoover construction and hotel equipment 
loans; 

4 ‘ Second: To the full payment and discharge of all 
principal and accrued interest on the Coolidge con¬ 
struction and hotel equipment loans which is due 
and unpaid as of January 15, 1938; and 

“Third: The entire balance remaining after 
making the above applications, which balance is 
hereinafter referred to as the unappropriated bal¬ 
ance, shall be held by the Commission for the pur¬ 
poses and subject to the provisions hereinafter 
stated. 

“II. It is understood that Dollar contemplates 
making repairs to certain of its subsidized vessels, 
and the Commission will from time to time make 
releases for such repairs from such unappropriated 
balance in the following manner and subject to the 
following conditions: 

“(a) Releases shall be made only for repairs that 
have been authorized and approved by the Commis- 
tion and in amounts approved by the Commission. 
Before any such authorizations or approvals are 
given, and before any such releases are made, Dol¬ 
lar shall execute and deliver to the Commission 
written requests therefor, which requests shall con¬ 
tain such particulars and be accompanied by such 
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certificates, vouchers and legal opinions as the Com¬ 
mission may require. 

“(b) Releases may be made to reimburse Dollar 
for amounts paid for approved repairs from Dol¬ 
lar's own funds, or for the purpose of enabling Dol¬ 
lar to pay and discharge liabilities incurred by Dol¬ 
lar for such repairs after the date of this agree¬ 
ment, or by way of direct payment to the person 
or persons performing such repairs, but nothing 
herein contained shall be construed to give such 
person or persons any lien or other rights with 
respect to such unappropriated balance. 

“III. Dollar shall dulv execute and deliver a 
blanket preferred mortgage on its entire fleet, ex¬ 
cept the Fillmore and Johnson, securing all mort¬ 
gage indebtedness to the Commission, which said 
mortgage shall be in form and substance satisfac¬ 
tory to the Commission, and no releases shall be 
made unless and until such mortgage has been so 
executed and delivered. 

“IV. The Commission now has and shall con¬ 
tinue to have the right at any time and from time 
to time to apply such unappropriated balance, or 
any part thereof, on the unpaid balance of the Coo- 
lidge construction and hotel equipment loans, 
whether such loans are or are not then due except 
to the extent that the Commission has actually made 
applications from such unappropriated balance for 
payment of repairs, or, if said blanket mortgage has 
been duly executed and delivered, to the extent that 
the Commission has authorized and approved re¬ 
pairs and such repairs have been contracted for 
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(irrespective of whether such repairs have been 

completed or are uncompleted). 

» • * * » 

The General Counsel notified the Commission that 
there might have been some misunderstanding on 
the part of the members of the Commission’s staff 
in San Francisco with regard to the position of Mr. 
Lorber on the Board of Directors of the Dollar 
Steamship Lines, Inc., Ltd. He stated that a tele¬ 
gram had been received from Mr. Lorber indicating 
his willingness to resign from the Board of Direc¬ 
tors upon receipt of word from the Commission that 
this action was desired. 

After further discussion, by the unanimous “yea” 
vote of the members of the Commission present, the 
General Counsel was directed to notify Mr. Lorber 
that his resignation from the Board of Directors of 
the Dollar Steamship Lines, Inc., Ltd., was desired 
by the Commission. 


* * * * • 

Mr. Harrison (continuing): The signifi- [458] 
cance of that contract is that it reflects this change in 
the position of the parties, on the date when it was 
executed. 

In the January 7 agreement, supplementing the 
December 9 letter of agreement, it was provided that 
there should be certain extensions in the maturities 
of the indebtedness owing to the Maritime Commis¬ 
sion- This contract specifically reserves to the Com¬ 
mission the possession of all of the insurance fund on 
the Hoover, including all funds in excess of the un¬ 
paid Hoover notes, and also authorizes their imme- 


680 


R. Stanley Dollar, et al 


diate application to all overdue payments due on the 
Coolidge construction and repair loan, with the re¬ 
sult that there was no extension respecting those 
debts at all; and it further authorizes the Commis¬ 
sion to apply the balance of the Hoover proceeds, 
even to the unpaid debt on the Coolidge, which is not 
overdue; and finally it adds a new relationship in re¬ 
quiring the execution of a blanket mortgage for the 
first time. 

Mr. Siegel: Mr. Harrison, may I ask if there is 
any difference in the text of the agreement as it 
appears in the minutes you have read from, and in 
the document as it appears at Exhibit A to the de¬ 
fendants’ answer? 

Mr. Harrison: I think they are the same. But so 
that there is no error, we now offer in evidence docu¬ 
ment 11 in the Exhibit A attached to the defendants’ 
answer, being the first Blue Book, and appear- [459] 
ing at page 207 thereof. 

Mr. Siegel: Thank you. 

• • • • • 

Mr. Harrison: We now offer the Maritime Com¬ 
mission minutes of February 19, 1938, and ask that 
they be marked the plaintiffs’ exhibit next in order. 
(Handing the minutes to the Deputy Clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit 63. 

(The Maritime Commission minutes of Feb¬ 
ruary 19,1938, heretofore identified as document 
No. 2-F-23, were accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 63.) 

Mr. Harrison: It is the purpose of this, and sev¬ 
eral excerpts from the stipulation, to establish the 
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actual disposition of the proceeds of the Hoover in¬ 
surance payments, over and above that portion ap¬ 
plied to the Hoover loan, and to show that actually 
at no time was any portion of that money available 
to the company for repair purposes— 

“Mr. Houlihan notified the Commission that Mr. 
Arthur Poole of the Dollar Line wanted to know 
whether or not the Commission would advance [460] 
money from the $500,000 Special Fund for the pur¬ 
pose of repairing crews’ quarters in the same manner 
as advances have been made for other repairs. Mr. 
Houlihan stated that he approved such action. 

“After discussion, by the unanimous 4 yea’ vote of 
the members of the Commission present, the Commis¬ 
sion approved the foregoing action, subject to writ¬ 
ten legal clearance.” 

We now offer article 22, paragraphs 23 and 24, ap¬ 
pearing at page 129, commencing at line 21, and read¬ 
ing as follows: 

4 4 23. The balance of the Hoover insurance pro¬ 
ceeds remaining after payment of the mortgage in¬ 
debtedness of Dollar of Delaware, referred to in sub- 
paragraphs First and Second of paragraph 1 of the 
agreement, of which Document 11 of Exhibit A to 
defendants’ Answer is a true copy, was $597,000. 

4 4 24. The said balance of Hoover insurance pro¬ 
ceeds was disbursed as shown in Document 22-3.”— 
which we now offer in evidence. (Handing the docu¬ 
ment to the Deputy Clerk.) 
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The Deputy Clerk: Plaintiffs’ Exhibit No. 64. 

(The document showing disbursement of bal¬ 
ance of Hoover insurance proceeds, heretofore 
identified as document No. 22-3, was ac- [461] 
cordingly marked and received in evidence as 

Plaintiffs’ Exhibit No. 64.) 

• § « • # 

Mr. Harrison: As the Court recessed before [462] 
the meal hour, we had just offered and there was in¬ 
troduced in evidence an exhibit, Plaintiffs’ Exhibit 
No. 64, entitled “Disposition of Hoover insurance 
proceeds.” 

That memorandum, as it is presented, will be sup¬ 
plemented by the minutes of the Maritime Commis¬ 
sion which support statements contained therein. 

“The balance of the Hoover insurance proceeds 
remaining in the possession of the Maritime Com¬ 
mission after payment of the mortgage indebtedness 
of Dollar of Delaware, referred to in subparagraphs 
first and second of paragraph 1 of the agreement, 
of which Document 11 of Exhibit A to defendants’ 
Answer is a true copy, was $597,881.66. This fund 
was disposed of, on or about the dates set forth below, 
as follows: 

“1. March 15,1938: Applied to payment of inter¬ 
est on mortgages on Steamships Presidents Polk, 
Monroe and Van Buren $20,790.96 

“Prior to the application of this portion of the 
Hoover insurance proceeds the Maritime Commis¬ 
sion notified Dollar of Delaware that interest was 
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overdue on mortgages held by the Commission [463] 
on the Steamships President Polk and President 
Monroe and would shortly be overdue on the mort¬ 
gage held on the Steamship President Van Buren, in 
the amount of approximately $21,000, and that the 
Commission would cure this condition by applying 
the necessary amount of the Hoover insurance money 
unless the company signified its intention of paying 
this sum out of its funds; thereafter a telegram, of 
which the attachment is a copy, was received from 
the company and the amount of $20,790.96 was ap¬ 
plied to said interest.” 

And the telegram attached is to the United States 
Maritime Commission, Washington, D. C., dated 
March 15, 1938: 

“Please pay yourselves from remainder proceeds 
Hoover insurance recovery following interest due on 
ship mortgages: Polk, February 26, $3,190.96; Mon¬ 
roe, February 28, $8,800; Van Buren, March 10, 
$8,800; advising whether and when this payment 
made. 

“DOLLAR STEAMSHIP LINES, 
INC., LTD. 

“By R. STANLEY DOLLAR, 
President.” 

We now offer in evidence the minutes of the regu¬ 
lar meeting of the Maritime Commission for March 
15,1938, being Document 2-F-25, as attached to these 
stipulations. 

The Deputy Clerk: That will be Plaintiffs' Ex¬ 
hibit No. 65. 
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(The Maritime Commission minutes of [464] 
March 15, 1938, heretofore identified as Docu¬ 
ment No. 2-F-25, was accordingly marked and 
received in evidence as Plaintiffs 7 Exhibit No. 

65. ) 

Mr. Harrison: This exhibit, Document No. 2-F-25, 
shows the following: 

“Mr. Lawrence notified the Commission that in¬ 
terest payments on the mortgages held by the Com¬ 
mission on the Dollar Steamship Company vessels 
S.S. President Polk and S.S. President Monroe were 
overdue, and that payment of interest on the mort¬ 
gage held on the S.S. President Van Buren would 
shortly be overdue also. He stated that the sum in¬ 
volved was approximately $21,000.' 7 

And then follows the resolution of the Commission 
authorizing the application of these funds. 

(Continuing reading from Exhibit 64): 

“2. March 18, 1938: Released to Dollar of Dela¬ 
ware, $80,000.00. 77 

And we now offer in evidence as the next exhibit 
for plaintiffs, the minutes of the Maritime Commis¬ 
sion^ being Document 2-F-26, attached to the stipu¬ 
lation, and the minutes being for March 18, 1938. 

The Deputy Clerk: That will be Plaintiffs 7 Ex¬ 
hibit No. 66. 

(The Maritime Commission minutes of [465] 
March 18, 1938, heretofore identified as Docu¬ 
ment No. 2-F-26, was accordingly marked and 
received in evidence as Plaintiffs 7 Exhibit No. 

66 . ) 
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Mr. Harrison: And at this point the only portion 
of these minutes to which we wish to refer is the noti¬ 
fication by Mr. Radner to the Commission that Dol¬ 
lar of Delaware had submitted a voucher requesting 
payment of approximately $80,000 for a number of 
unterminated voyages for the period of January 25, 
1938, to February 28,1938, under the operating-diff¬ 
erential subsidy agreement. 

He then went on to point out that several technical 
flaws appeared on the examination of the voucher 
which would require a week to remedy, suggestion 
was made that the Commission release $75,000 from 
the balance of insurance on the S.S. President 
Hoover. 

There then appears the resolution by the Commis¬ 
sion approving the release of $75,000 as partial pay¬ 
ment of the operating-differential subsidy to the Dol¬ 
lar Steamship Lines for certain unterminated voy¬ 
ages, subject to clearance. 

But at the end of the minutes we find a resolution 
by “yea” vote of Commissioners Woodward and 
Wiley, Commissioner Moran voting “nay”, that the 
Commission approved the release of $80,000 from the 
insurance proceeds of the S.S. President Hoover 
upon the conditions set forth in the following tele¬ 
type message, which was authorized to send R. Stan¬ 
ley Dollar and which is there quoted, and the [466] 
effect of that is to reserve to the Commission the right 
to reimburse the funds from the payments due the 
Company under the operating-differential subsidy 
contract. 

(Continuing reading from Exhibit 64): 
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“3. March 28, 1938: Released to Dollar of Dela¬ 
ware, $50,000.00.” 

And we now offer in evidence as plaintiffs’ exhibit 
next in order, the minutes of the Maritime Commis¬ 
sion, being Document No. 2-F-27 attached to the stip¬ 
ulation, and dated March 24, 1938. 

The Deputy Clerk: That will be Plaintiffs’ Ex¬ 
hibit No. 67. 

(The Maritime Commission minutes of March 
24, 1938, heretofore identified as Document No. 
2-F-27, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 67.) 

Mr. Harrison: Here Mr. Radner again notified the 
Commission of the delay in the payment of a voucher 
submitted by Dollar of Delaware: 

“He stated further that the same flaws which had 
appeared on examination of the voucher and affidavit 
accompanying the request for payment of $80,000 
prevented the payment of this voucher. He suggested 
that the same procedure be employed in this case, 
particularly in view of the urgent request from the 
Director, Division of Finance, that the Dollar [467] 
Steamship Lines, Inc., Ltd., be furnished with suffi¬ 
cient working capital to maintain the Company’s 
operations pending a final decision by the Commis¬ 
sion.” 

And then by a majority vote the Commission ap¬ 
proved the release of $50,000 from the insurance 
proceeds of the S.S. President Hoover upon the 
terms and conditions stipulated in the Commission’s 
action of March 18,1938, releasing $80,000. 
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(Continuing reading from Exhibit 64.): 

“4. April 1,1938: Applied to payment of interest 
on mortgage indebtedness on Steamship President 
Coolidge, $22,255.11.” 

And I offer in evidence as plaintiffs’ exhibit next 
in order Document No. 2-F-31, attached to the stipu¬ 
lation, being the minutes of the Maritime Commis¬ 
sion of April 1, 1938. 

The Deputy Clerk: That will be Plaintiffs’ Ex¬ 
hibit No. 68. 

(The Maritime Commission minutes of April 
1, 1938, heretofore identified as Document No. 
2-P-31, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 68.) 

Mr. Harrison (reading): 

“Mr. Lawrence notified the Commission that a 
letter had been received from the Dollar Steamship 
Lines, Inc., Ltd., requesting permission to make the 
interest payments on the S.S. President Coolidge 
construction loan, which were payable on April [468] 
1, 1938, in the amount of $22,255.11, out of the pro¬ 
ceeds of the insurance on the S.S. President Hoover, 
as the Dollar Steamship Lines, Inc., Ltd., was not in 
a position to pay this amount out of its general 
funds.” The request was approved by unanimous 
vote. 

(Continuing reading from Plaintiffs’ Exhibit 
64.): 

“5. April 6,1938: Released to Dollar of Delaware, 
$138,000.00.” 
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[Plaintiffs’ Exhibit 64 continued as follows:] 


* * * * * 

6. April 19, 1938. Release to Dollar 

of Delaware.$286,835.59 

Total.$597,881.66 


The funds thus applied constituted the total of 
any moneys ever included in the fund. 


Mr. Harrison: 

We now offer in evidence a document which is a 
certified document, certified by the United States 
Maritime Commission, being the minutes of April 
6, 1938, and ask that it be marked plaintiffs’ exhibit 
next in order. 

The Deputy Clerk: That will be Plaintiffs’ Ex¬ 
hibit No. 69. 

(The Maritime Commission minutes of April 
6, 1938, heretofore identified as Plaintiffs’ Ex¬ 
hibit No. 69, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 69.) 

Mr. Harrison: This document shows the follow¬ 
ing: 

“The Dollar Steamship Lines, Inc., Ltd., has sub¬ 
mitted a voucher for subsidy payment in the sum of 
$138,415.01, covering the period March 16th to 31st. 
Inasmuch as this voucher cannot, at this time, be pre¬ 
sented to the Commission for approval, I recommend 
that the Commission authorize release of $138,- 
000.00 of the balance of the proceeds of insur- [469] 
ance on the S.S. President Hoover, subject to receiv- 
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mg an agreement from the Dollar Steamship Lines, 
Inc. Ltd. that the agreement between it and the Com¬ 
mission, relating to the use of the proceeds of insur¬ 
ance on the S.S. President Hoover, dated January 
25, 1938, shall be modified first, to permit release of 
$138,000.00 for their general funds, and second, that 
any partial payments on account of subsidy for the 
period March 16th to March 31, 1938 up to $138,- 
000.00 shall, if the Commission so desires, not be paid 
to them directly but shall be used to replace the $138,- 
000.00 presently being advanced.” 

After that report it appears that after discussion, 
by the unanimous “yea” vote of the members of the 
Commission, the recommendation contained in the 
foregoing memorandum was approved, and authori¬ 
zation was given and carried into effect. 

As to the balance then remaining, of $286,835.59, 
later testimony will show the disposition. 

At this point we wish to offer in evidence from 
Document 2-G-10, which is the report of Commis¬ 
sioner Truitt, being Exhibit No. 20 of the Court, at 
page 38: 

“By the end of February, 1938, the problem of 
putting the ships into proper condition and getting 
them back into service had proved much more diffi¬ 
cult than had been anticipated. Because of this [470] 
situation the Company failed during this period to 
get any substantial benefit from the subsidy or a sat¬ 
isfactory amount of voyage revenues. As results from 
the November, December, January sailings were 
ascertained, it became evident that the Company had 
sustained very heavy losses.” 
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At this point we wish to offer in evidence plain¬ 
tiffs’ exhibit next in order, the minutes of the Mari¬ 
time Commission for March 8,1938, and ask that it 
be marked the exhibit next in order. 

(The Maritime Commission minutes of March 
8, 1938, heretofore identified as Document No. 
2-F-24, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 70.) 

The Deputy Clerk: That is Plaintiffs’ Exhibit 
No. 70. 

Mr. Harrison (Reading): 

“Mr. Radner notified the Commission that infor¬ 
mation received from Mr. Arthur Poole in San Fran¬ 
cisco indicated that the current position of the Dollar 
Steamship Lines Inc., Ltd., was precarious. He 
stated that the members of the staff estimated that 
the operating losses for the period ending June 30, 
1938, would approximate several hundred thousand 
dollars and on the basis of the contemplated read¬ 
justment in service, the Company would continue to 
suffer operating losses during the second half [471] 
of the year. He outlined further the difficulties facing 
the Dollar Steamship Lines Inc., Ltd., and stated that 
it is the recommendation of the Long-Range Subsidy 
Committee that the Director, Division of Finance, 
and the Director, Division of Operations and Traffic, 
be sent to San Francisco immediately to investigate 
at first hand the many problems concerning opera¬ 
tions, finances, and related matters which require 
immediate attention. 

“Thereupon, by unanimous ‘yea’ vote, the Com¬ 
mission approved the recommendation of the Long- 
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Range Subsidy Committee and authorized Mr. Houli¬ 
han and Mr. Wilcox to proceed at once to San Fran¬ 
cisco.” 

At this point we wish to also offer in evidence the 
minutes of the Maritime Commission of March 26, 
1938, being Document 2-F-29, attached to the stipu¬ 
lation of facts filed herein. 

The Deputy Clerk: That will be Plaintiffs’ Ex¬ 
hibit No. 71. 

(The Maritime Commission minutes of March 
26, 1938, heretofore identified as Document No. 
2-F-29, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 71.) 

Mr. Siegel: If the Court please, with respect to 
the document last offered, this is an instance of a 
recommendation to the Commission on which [472] 
no action was taken, and I take it that under the 
prior r uling s of the Court, the document is to be 
received only to show what recommendation was 
made to the Co mmis sion and not to prove the facts as 
against the Commission prior to approval of the rec¬ 
ommendations. 

Is that a correct understanding, Your Honor? 

Mr. Harrison: I would like to state for the pur¬ 
pose of the offer, if I may, its relevancy. 

The minutes which we are about to read incorpor¬ 
ate a report made to the Commission by Commis¬ 
sioner Truitt, who himself was one of the members of 
the Co mmis sion. It was a report which was a resume 
of the situation of the Dollar Steamship Lines, Inc., 
Ltd., as of the date of the making of that report, sum- 
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marizing the effect of events which had occurred and 
the then financial condition of the Company. That 
memorandum was by unanimous “yea” vote, re¬ 
ferred to the Long-Range Subsidy Committee, with 
instructions to submit a report on the recommenda¬ 
tions contained therein. 

The Court: There was an excerpt of that report 
offered before to the effect that the Company simply 
had to have a subsidy. 

Mr. Harrison: Sir? 

The Court: You offered an excerpt from the same 
report. This is 2-G-10, isn’t it? 

Mr. Harrison: No, Your Honor. This has never 
been introduced as yet. [473] 

The Court: This is another report of Mr. Truitt? 

Mr. Harrison: Yes, sir. 

The Court: I thought you said it was the same 
report, 2-G-10? 

Mr. Harrison: I didn’t intend to say that. 

This is a report by Commissioner Truitt on March 
26, 1938, incorporated in the minutes which I am 
now offering in evidence. 

I do see where the difficulty comes, however, Your 
Honor. I just did read an excerpt from 2-G-10. 

The Court: That is what I thought, and you read 
an excerpt the other day from 2-G-10, the gist of 
which was, that is the part which you wanted to call 
to the attention of the Court was that the Company 
simply had to have a subsidy. 

Mr. Harrison: Yes, sir. 

The Court: Now you just read an excerpt from 
the same report. 

Mr. Harrison: Yes, sir. 
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The Court: This is what, now? 

Mr. Harrison: Entirely a different report, Your 
Honor. 

The Court: You are talking now about Plaintiffs’ 
Exhibit 71, the minutes of the Commission? 

Mr. Harrison: That is correct. 

The Court: And dealing with the report of Mr. 
Truitt? 

Mr. Harrison. That is correct. [474] 

Mr. Siegel: If the Court please, this is one of 
the very few recommendations made before the 
Commission on which no action was taken. It has 
been our position before with respect to this, and 
the Court, I thought, had accepted that view, that 
with respect to recommendations made by the Com¬ 
mission about which the Commission took no action, 
the document would be admissible to show what 
recommendations were made, but not as an admis¬ 
sion against the Commission. 

Of course, with respect to Documents 2-G-10 
and -11 and -12, which were part of it, which were 
adopted by the Commission, we have not objected 
that they are inadmissible. 

The Court: I did not draw the conclusion that 
Mr. Harrison had offered it for the purpose that 
you have indicated. 

Mr. Siegel: I think he has. Your Honor. Per¬ 
haps I may be mistaken. 

Mr. Harrison: Your Honor, Commissioner Tru¬ 
itt is himself one of the predecessors of the de¬ 
fendants in this case. Commissioner Truitt’s state¬ 
ments are, therefore, as to Commissioner Truitt, in 
any case admissible as admissions against him. 
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The Court: There is no quarrel about that. That 
is right 

Mr. Siegel: There is, Your Honor, technically. 
Commissioner Truitt is not a defendant and he has 
[475] no successor in interest in this case whatsoever. 
The Commission, as such, even contemporaneously, 
cannot be bound by any statement made by him, un¬ 
less the Commission approved it. 

The Court: We are not talking, gentlemen, about 
the Commission being bound. We are merely talk¬ 
ing about the probative value of this exhibit, inso¬ 
far as Commissioner Truitt did anything in the 
premises. 

Now, we are not discussing whether or not the 
Commission approved it. It is part of the over-all 
picture. 

Mr. Siegel: The Commission alone would take 
action so far as the Commission is concerned. 

Now, in the case of Admiral Land, he is a de¬ 
fendant in this case. Any statement made by Ad¬ 
miral Land is an admission against Admiral Land. 
A statement by Commissioner Truitt is not an ad¬ 
mission against Admiral Land, a defendant in this 
case, and I do not think counsel was suggesting that 
there were successors in interest to Commissioner 
Truitt, or really intended to convey such a notion. 

The Court: Let’s ask Mr. Harrison what his 
position is. I don’t think he is making that sug¬ 
gestion, either. But, argue. 

Mr. Harrison: If I may state my own position. 
Your Honor, I cannot follow counsel all the time, 
but I will try to. 

First, it is an admission against interest as to 
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Commissioner Truitt and his successors. [476] Sec¬ 
ond, it is a statement of fact presented in the 
presence of other members of the Commission, to 
which Chairman Land, Commissioners Moran, 
Wiley, and Woodward, presented to them in the 
course of their official proceedings, entertained by 
them and referred to a committee. 

The Court: Well, therefore, what you are saying 
from a practical point of view is this, it imports 
knowledge on their part. 

Mr. Harrison: That is correct. 

Mr. Siegel: If the document is offered merely 
to show knowledge on the part of the Commission 
that such statements were reported to the Commis¬ 
sion, then, of course, I have no objection to its 
receipt for that purpose. 

Is that the purpose for which it is received, 
Your Honor? 

The Court: That is what I understand. 

Mr. Siegel: Very well. 


[Plaintiffs’ Exhibit 71 reads as follows, 
omitting formal recitals:] 

« « * « ft 

Dollar Situation. 

There was presented the following memorandum, 
dated March 26, 1938, from Commissioner Truitt: 

*‘ Subject: Dollar Situation 
“On October 31,1937, the Dollar Steamship Lines, 
Inc., Ltd., had total current assets of $1,505,000 and 
total current liabilities of $6,560,000. The $6,560,000 
of current liability included $2,800,000 of bank debt 



696 


R. Stanley Dollar, et al 


then overdue but did not include intercompany in¬ 
debtedness amounting to $1,676,000. The deplorable 
financial condition existing as of that date was the 
reason for the very extensive financial readjust¬ 
ments which were necessary in order to qualify the 
company for an operating differential subsidy. As of 
that date, the program of readjustment was based 
upon two major assumptions. One was that the sub¬ 
sidy would attach about the middle of December and 
the second was that there would be no circumstances 
arising which would either restrict the service or 
cause operating losses greater than those experienced 
in the months immediately prior to November, 1937. 

“The loss of the President Hoover in December, 
1937, was a major calamity to the Company. It 
greatly restricted possible earnings and the possible 
subsidy. It directly and indirectly caused operating 
losses of $200,000 to $300,000 a month as compared 
with previous losses of about $125,000 to $150,000 a 
month. It also was a major cause for the delay of 
over a month in the attachment of the subsidy. 

“The adjustment in trade creditor, bank, and 
intercompany debt required by the Commission 
simply corrected the bad current position existing 
as of October 28, 1937. The agreements with the 
trade creditors, in addition to adjusting their claims 
against the Dollar Line as of October 28, 1937, also 
provided for forbearance until the date of the at¬ 
tachment of the subsidy with respect to accounts 
arising between October 28, 1937, and said date of 
attachment. Under the most favorable circum¬ 
stances it was obvious that the load of current debt 
arising and accumulating subsequent to October 28, 
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1937, would prove very burdensome to Dollar Line. 

“However, developments after October 28, 1937, 
made the financial situation of the Dollar Line pro¬ 
gressively worse. In addition to the loss of the 
President Hoover, previously referred to, receipts 
went down because of the delay in granting the sub¬ 
sidy and because the service was to a certain extent 
curtailed in order to reduce cash outlays for voyage 
expenses. Another fact which must be taken into 
account is that the estimates of subsidy, which might 
be secured, required substantial revision downward 
because of the reduction in differential percentages 
as finally allowed by the Commission. (Question has 
since arisen as to the accuracy of the reduction 
downward.) 

“In January, 1938, while this Hoover loss seri¬ 
ously damaged the operating prospects of the com¬ 
pany the stringency in cash could have been re¬ 
moved because of the fact that after deducting from 
the total insurance collections the mortgage indebted¬ 
ness on the President Hoover there would remain 
approximately $1,500,000 in cash which the Com¬ 
mission could deal with as it saw fit. The Commis¬ 
sion, however, applied against the remaining balance 
the past due indebtedness on the President Coolidge 
so that the amount which then remained undisposed 
of was $600,000. (While I favored the action taken 
the Commission could have with propriety extended 
the indebtedness which was part due on the Coolidge 
as it did on the other vessels, thereby freeing the 
$1,500,000 for other corporation uses.) As to this, 
the Commission required that it be used for repairs. 
This action of the Commission in effect removed that 
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cash from the category of working capital. Later 
the Commission made in effect a modification of the 
last-mentioned action by releasing first $80,000 and 
then $50,000 for working capital. 

‘‘$500,000 of working capital was supplied by the 
Anglo California National Bank and by certain Dol¬ 
lar affiliates on January 25, 1938, but this working 
capital was quickly drained because of the heavy 
amount of current debt which had accumulated be¬ 
tween October 28, 1937, and January 25, 1938. ($51,- 
000 of this amount was used to pay insurance pre¬ 
miums on the Hoover before the underwriters would 
pay us the insurance money.) 

“The difficulties of the Dollar Line since its pre¬ 
carious financial situation has become known have 
caused further unfavorable developments. The usual 
credit facilities of the company have been restricted 
or withdrawn, thus resulting in more working capi¬ 
tal being required than under normal conditions. On 
the other hand, hesitation on the part of passengers 
and shippers as to the continuance of the service 
has resulted in sharp decreases in the amount of 
prepaid freight and prepaid passenger money. In 
other words, the Company found itself on a cash 
basis without cash. 

“We have now received a balance sheet, as of 
February 28, 1938, prepared under the direction of 
our representatives in California. Without attempt¬ 
ing any detailed analysis, it may be said that the 
company had $310,000 in cash or the equivalent (i.e. 
earned but unpaid subsidy) which when added to 
the $460,000 still remaining of the insurance pro¬ 
ceeds would make a total of $770,000 of available 
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funds. As against this, the company must reserve 
$260,000 to make the 20 per cent payment to trade 
creditors under their agreement, and as shown by 
the balance sheet must provide for prompt payment 
of $508,000 of trade debt not covered by agreements. 
In other words, releasing all of the insurance pro¬ 
ceeds would only increase the cash account to an 
amount which would be barely sufficient to provide 
for paying the 20 per cent due to trade creditors and 
paying off trade creditor accounts. No provision 
would be made thereby for debts accumulated since 
February 28, 1938. Since we have included as equi¬ 
valent of cash, earned subsidy for which accounts 
have been rendered, it is clear that additional work¬ 
ing capital to a substantial extent must be obtained 
from other sources. 

“It should be noted in passing that this company 
was the only one which did not receive an immediate 
cash benefit from the attachment of the subsidy. 
While the fact remains the same I favored the action 
of offset taken which prohibited a release of the mail 
pay (as was done, in other instances) which had ac¬ 
crued between February, 1937, and June, 1937. This, 
it will be recalled, was a substantial sum. 

“On the basis of the foregoing, the following rec¬ 
ommendations to the Commission are made: 

“1. Release for the purposes of working capital 
the remaining balance of the Hoover insurance pro¬ 
ceeds, including any amount therein reserved for 
approved repairs. 

“2. Authorize advance up to $1,000,000 for re¬ 
pairs, under the Commission’s power to preserve its 
mortgage investment in the Dollar vessels. 
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“3. Out of the money released for working capi¬ 
tal pursuant to the first recommendation, earmark 
$260,000 in order to be certain that Dollar can com¬ 
ply with the provisions of the trade creditor agree¬ 
ments. 

“4. Continue efforts to sell unnecessary tonnage, 
either domestic or foreign and negotiate with Re¬ 
construction Finance Corporation for working cap¬ 
ital in the amount of $500,000 for a period of a 
year or eighteen months on the security of the four 
502’s or 535’s not intended to be placed in operation, 
the Commission to subordinate its mortgages on 
these vessels to the Reconstruction Finance Corpora¬ 
tion loan. 

“The adoption by the Commission of a definite 
policy in accordance with the foregoing is a prac¬ 
tical and legal prerequisite to going through with 
the legal proceedings to issue the preferred stock 
and the debentures. 

“In my opinion, the Commission would be sub¬ 
ject to the severest criticism if it permitted the 
company to apply for a permit to issue the stock 
and debentures from the California Corporation 
Commission on a plan which calls for $260,000 of 
cash without the Commission having made any pro¬ 
vision to make such amount available. 

“The Legal Division is prepared to act very 
promptly as soon as the Commission’s wishes in 
the matter are known. The time required for the 
necessary corporate proceedings is such that a de¬ 
cision by the Commission on the above matters 
within the next three days is imperative. 

MAX O’RELL TRUITT, 
Commissioner.” 
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After a preliminary discussion of the foregoing 
memorandum, it was agreed by the Commission 
that the matter should be acted upon in executive 
session. 

Thereupon, Messrs. Sheehan, Radner, Goertner, 
Slacks, Lawrence, Dunne, and the Secretary with¬ 
drew from the meeting at 11:55 A.M. 

The Secretary re-entered the meeting at 12:30 
P.M. 

After further discussion, the Commissioner, by 
unanimous “yea” vote, referred Commissioner Tru¬ 
itt’s memorandum to the Long-Range Subsidy Com¬ 
mittee with instructions to submit a report on the 
reco mm endations contained therein at a meeting on 
Monday, March 28, 1938, at 2:00 P.M. 

The Commission further directed the Executive 
Director to notify the Commission’s representatives 
in San Francisco of the recommendations made by 
Commissioner Truitt and request them to report, as 
fully as possible thereon by Monday afternoon. 


• t # § # 

Mr. Harrison: We now wish to turn to [484] 
the stipulation, Article XI, paragraph 7, at page 
92: 

“The balance sheet attached to Document 2-G-2 
is the balance sheet of February 28, 1938, referred 
to in the report of Commissioner Truitt spread on 
the Minutes of the United States Maritime Com¬ 
mission of March 26, 1938, of which Document 
a-F-29 is a copy.” 

We now ask you to turn to Article II, paragraph 
N, page 24, of the stipulation: 


702 


R. Stanley Dollar, et al 


“Document 2-N-l is a true copy of a report to 
Congress by the United States Maritime Commis¬ 
sion, dated November 10, 1937, entitled c Economic 
Survey of the American Merchant Marine’ and 
transmitted by letter of the Chairman, Joseph P. 
Kennedy, and made pursuant to Sections 210 and 
212 of the Merchant Marine Act of 1936.” 

“2. Document 2-N-2 is a true copy of a report 
to Congress by the United States Maritime Com¬ 
mission for the period ended October 25,1937, trans¬ 
mitted by letter of the said Chairman dated January 
3, 1938, and made pursuant to Section 208 of the 
Merchant Marine Act of 1936.” 

I will ask that Document 2-N-2 be marked for 
identification at this time, as the plaintiffs' [485] 
exhibit next in order. 

The Deputy Clerk: Plaintiffs' Exhibit No. 72 
for identification. 

(The Maritime Commission report to Con¬ 
gress for the period ended October 25, 1937, 
referred to as Document No. 2-N-2, was ac¬ 
cordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 72.) 

Mr. Harrison: I will ask the Court to turn to 
page 10, where we wish to introduce in evidence 
the portion beginning on the fifth line, and ending 
at the end of the second paragraph on the follow¬ 
ing page: 

The purpose of the relevancy of that offer, may 
it please the Court, and the proof intended to be 
made thereby is, as a matter of fact, supporting 
the statement of Commissioner Truitt that the Dol- 
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lar Line was the only line which did not proceed 
with benefit of subsidy paid on the expiration of 
the mail contracts, except in those cases where no 
application was made. 

There appears on page 10 a tabulation of all ocean 
mail contract settlements given in a table. 

There follows a list of companies with the deposi¬ 
tion made respecting them. 

The report continues: 

“The remaining contracts not adjusted by the 
Commission are held by the Dollar Steamship Lines, 
Inc., Ltd., Munson Steamship Line, Gulf Mail [486] 
Line, United Fruit Company, and the American 
Line Steamship Corporation. 

“Adjustment of the Munson Steamship Line con¬ 
tract presented unusual difficulties because the com¬ 
pany has been in the process of reorganization un¬ 
der section 77-B of the Bankruptcy Act for a num¬ 
ber of years, and the service is operated through 
trustees appointed by the court. Protracted nego¬ 
tiations throughout the summer failed to bring 
about an adjustment of claims satisfactory to the 
trustees for the creditors, the reorganization com¬ 
mittee, and the Commission. 

“Settlement of the ocean-mail contracts held by 
the Dollar Steamship Lines, Inc., Ltd., was deferred 
initially by the failure of the company to comply 
with the Commission's request to furnish essential 
information concerning the operations of the con¬ 
tractor and its affiliates. Later negotiations were 
further impeded by the unsettled state of the com¬ 
pany attributable to warlike activities disrupting 
its service to the Far East. This situation became 
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so serious that the Commission on October 8, 1937, 
took the precautionary measure of applying the 
mail payments for voyages commenced subsequent 
to February 1, 1937, to the contractor's [487] mort¬ 
gage indebtedness held by the Commission. Through¬ 
out. the past 6 months the Commission has kept in 
close touch with the Dollar companies, and on 
several occasions members of the staff were sent 
to the coast to endeavor to work out a satisfactory 
basis for a settlement of the mail contracts and 
the grant of an operating-differential subsidy. A 
successful conclusion to these negotiations is predi¬ 
cated on a reorganization of the various Dollar 
companies to provide a firmer financial structure 
and plans for necessary new construction. 

“The United Fruit Co. signified that it did not 
wish an operating-differential subsidy, but claimed 
a considerable sum in settlement of its ocean-mail 
contracts because of the unamortized construction 
differential on the six vessels it constructed under 
the 1928 act. Frequent conferences with representa¬ 
tives of this company have as yet failed to bring 
about a mutual agreement on the amount which 
might be considered just compensation to the con¬ 
tractor for the cancellation of the mail contracts 
which it held." 

The Court: How relevant is this? 

Mr. Harrison: May it please the Court, it states 
that the Dollar Steamship Lines was the only [488] 
company which did not receive a subsidy. 

The Court : The United Fruit Company did not 
want any. 

Mr. Harrison: I am merely pointing out to 
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eli min ate those companies as a matter of evidence 
that did not want any, so that the proof would be 
complete, Your Honor. 

The Court: I see. In other words, you are going 
outside now the tabulation of the companies? 

Mr. Harrison: Correct, Your Honor. 

The Court: And indicating that the Munson Line 
was one that had a little difficulty and United Fruit 
did not want any, and Dollar Line was left high 
and dry without any at all. 

Mr. Harrison: That is correct. 

Mr. Siegel: Mr. Harrison, may I inquire whether 
you have requested it to be set forth in the report 
beginning with the full tabulation to be considered? 

Mr. Harrison: The document has been identified 
and is in custody of the Court. I do not think it is 
necessary to read it all. 

The Court: And I suggest, to avoid anything in 
the nature of difficulty, that we might also sort of 
viva voce designate this pamphlet, apart from its 
official designation as Blue Book No. 3. 

Mr. Lasky: Although, in point of time, it was 
first. 

The Court: But it has gone in as No. 3, [489] 
in point of evidence. 

Isn't that right, Mr. Lasky? 

Mr. Lasky: That is quite right; yes. 

Mr. Harrison: We now ask that there be identi¬ 
fied by the Court a document entitled “Economic 
Survey of The American Merchant Marine", dated 
November 10, 1937, United States Maritime Com¬ 
mission, so that I may make an offer of a portion 
thereof. 
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The Deputy Clerk: That will be Plaintiffs 7 Ex¬ 
hibit No. 73, for identification. 

(The Maritime Commission's “Economic 
Survey of The American Merchant Marine 77 , 
dated November 10, 1937, heretofore identified 
as Document No. 2-N-l, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 73.) 

The Court: And that will be Blue Book No. 4. 

Mr. Siegel: If Your Honor please, this first 
document, as I understand it, has merely been 
marked for identification. 

The Court: That is right. 

Mr. Harrison: But I introduced in evidence a 
part which I identified, beginning on the fifth line 
of a specified page and ending where I did. 

The Court: And then for my own purposes I 
am identifying what has been denominated Exhibit 
F to the Defendants 7 Answer (substitute) [490] 
and officially called “Reorganization of American 
President Lines, Ltd., 77 publication of the United 
States Maritime Commission, as Blue Book No. 1. 

Mr. Harrison: No, that is No. 2, Your Honor. 

The Court: Blue Book No. 2? 

Mr. Harrison: Yes, sir. 

The Court: And Financial Adjustment, Dollar 
Steamship Lines, Inc., Ltd., published in 1938, as 
Blue Book No. 1. 

Mr. Harrison: Yes, sir. 

The Court: And then Economic Survey of The 
American Merchant Marine, as Blue Book No. 3; 
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United States Maritime Commission, November 10, 
1937, as Blue Book No. 4. 

Mr. Harrison: May I refer to the last document, 
may it please the Court? 

I think you called this No. 3, did you not? 

The Court: Yes, that is No. 3. 

Mr. Harrison: At this point, referring to Blue 
Book No. 3, we wish merely to introduce that por¬ 
tion commencing at the bottom of page 29, begin¬ 
ning “A brief discussion of the various lines fol¬ 
lows: 

“1. The following seven ocean-mail contractors 
have already been/’—down to the bottom of the 
page, under “Disposition of line 77 , where it says, 
“ Temporarily being continued. Operated by trustees 
of Munson Steamship Line. 77 [491] 

And then on page 32, commencing at the top of 
the page, the first paragraph, beginning: 

“Two additional lines operated in foreign trade 
by the American Line Steamship Corporation and 
the Panama Mail Steamship Company in connec¬ 
tion with their intercoastal services between New 
York and San Francisco are no longer eligible for 
subsidies under the 1936 act, 77 and so on. 

Mr. Siegel: May I inquire what the purpose of 
this offer is, Mr. Harrison? 

Mr. Harrison: To show that the only company 
that was left high and dry, without any subsidy to 
supplant that of the mail pay, was the Dollar Line, 
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except in those cases where the companies were for 
one reason or another unwilling to accept it. 

Mr. Siegel: Or eliminated on pages 29 and 32 of 
the Economic Survey; is that it? 

Mr. Harrison: That is right. 

[The portions of Plaintiffs' Exhibit No. 73 
for identification, offered and received in evi¬ 
dence, reads as follows:] 

1. The following seven ocean-mail contractors 
have already been, or are about to be, eliminated 
in the manner and with the results indicated below, 
these eliminations generally being in accord with 
the Commission's desire to simplify corporate struc¬ 
tures. eliminate non-essential services, and con¬ 
solidate essential routes where possible to achieve 
flexibility, superior service, and sounder capital 
structures. 

Contractor: Atlantic & Caribbean Steam Navigation Co. Route: 
New York to Venezuela. Disposition of line: Acquired by Grace S.S. 
Co. Disposition of route: Will be continued by successor company. 

Contractor: Gulf Mail S.S. Co., Inc. Route: New Orleans to 
Mexico. Disposition of line: Temporarily being continued. Operated 
by trustees of Munson Steamship Line. Disposition of route: Ex¬ 
pected to discontinue after existing commitments expire. 

Contractor: Gulf Pacific Mail Line, Ltd. Route: Pacific Coast to 
Puerto Colombia, Kingston, and Tampico. Disposition of line: Dis¬ 
continued except in domestic trade. Disposition of route: Foreign 
trade calls discontinued. Domestic trade continued by affiliated in¬ 
terests. 

Contractor: Lykes Bros. S. S. Co., Inc. Route: Gulf ports to West 
Indies and South America. Disposition of line: Acquired by Lykes 
Bros.-Riplev S. S. Co. Disposition of route: Will be continued by 
successor company. 
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Contractor: Oceanic & Oriental Navigation Co. Route: Pacific 
Coast to Australia and Far East. Disposition of line: Liquidated. 
Disposition of route: May be continued in part by Oceanic S. S. Co. 

Contractor: Tacoma Oriental S. S. Co. Route: Pacific Coast to Far 
East. Disposition of line: Liquidated. Disposition of route: Dis¬ 
continued. 

Contractor: Tampa Interocean S. S. Co. Route: Gulf to west Medi¬ 
terranean ports. Disposition of line: Business to be conducted by 
Lykes Bros.-Ripley S. S. Co. Disposition of route: Will be covered by 
readjustment of routes of successor company. 

2. The following three companies have sufficient 
financial strength to insure successful operation for 
an indefinite period. As of Juno 30, 1937, they had 
a stated net worth of about $29,000,000. In the case 
of the Grace Line the net worth is about to be 
increased by approximately $2,000,000 in cash to 
be obtained from the parent company for the pur¬ 
chase of the vessels of the Atlantic & Caribbean 
Steam Navigation Co. With regard to the Eastern 
Steamship Lines it should be pointed out that, 
while the financial condition of the line is satisfac¬ 
tory, the essentiality of the service it covers, for the 
purpose of a long-term subsidy, is as yet undeter¬ 
mined. 

No. of sub- 

Company Route sidized vessels 

The Oceanic Steam¬ 
ship Co-.Pacific coast to Australia. 2 

Grace Line, Inc.North Atlantic ports to west coast 

South America . 6 

Eastern Steamship New York and Boston to Nova 

Lines, Inc. Scotia and New Brunswick. 4 

Total. 12 

3. Upon completion of adjustments now in con¬ 
templation, the following six lines are expected to 
continue to operate successfully under the act and 
to carry out a conservative building program, bar- 
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ring catastrophic losses caused by strikes or other 
disturbances or casualties. 


Company 

American South African Line, 

Inc- and/or Robin Line. 

Export Steamship Corporation.. 

Mississippi Shipping Co- Inc... 

Lykes Bros.-Ripley Steamship 
Co., Inc. 


New York & Cuba Mail Steam¬ 
ship Co. 

United States Lines Co.-. 


No. of subsi- 

Route dized vessels 

United States Atlantic ports to 

South Africa. 4 

North Atlantic to Mediterra¬ 
nean ports. 18 

New Orleans and Gulf ports to 
east coast South America.... 9 
Gulf ports to United Kingdom 
and Continental European, 
Mediterranean, Far East, 

West Indies, and South 
American ports.-. 54 

New York to Cuba and Mexico 3 
New York to United Kingdom, 
France, and Germany. 11 


Total 


99 


The special problems common to this group of 
lines consist (a) of insufficient working and other 
capital to insure completion of a building program 
in the event of unexpected losses and (b) of the 
necessity of rebuilding their fleets at current high 
prices. On the other hand, the special attributes 
common to this group consist of the facts (a) that 
the routes served are basically essential, (b) that 
with certain adjustments now under way sustained 
earning prospects are promising, and (c) that their 
capital structures are sufficiently strong to make 
the commencement of building programs feasible, 
although completion of the programs is subject to 
the contingencies previously mentioned. 

As of June 30, 1937, these lines had assets carried 
at approximately $65,000,000, net current assets at 
$6,900,000, cash and marketable securities at $5,622,- 
000, and stated net worth of approximately $21,- 
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000,000. The net current position and net worth of 
these lines, it has been represented, may be im¬ 
proved by new cash subscriptions of about $5,000,- 
000 from affiliated interests and the net worth further 
improved by an additional $5,000,000 to $10,000,000 
through cancelation of intercompany debts and issu¬ 
ance of stock for properties. 

4. Four additional lines probably could join in 
the subsidy program if certain foreign-flag affilia¬ 
tions and other operating features which Congress 
has deemed objectionable are waived imder the ap¬ 
plicable provisions of the act or by amendment 
thereto, as suggested elsewhere in this report. In 
the absence of such waivers or other satisfactory 
arrangements, these lines will probably continue 
without subsidy for the time being. They may ulti¬ 
mately be lost to American registry by transfer to 
foreign-flag operation. 

No. of vessels 
covered by can- 

Company Route celed mail contracts 

United Fruit Co.San Francisco to Central Amer¬ 

ica; New York to Central 
America and West Indies. 6 

Waterman Steamship 

Corporation .Gulf ports to Europe. 13 

American West African New York and Gulf ports to 

Line, Inc.. West Africa. 8 

South Atlantic Steamship 

Co. of Delaware.South Atlantic ports to Europe.... 6 

Total. 33 

5. Two of the original 31 mail contractors operat¬ 
ing over important trade routes are not at this time 
in a position to embark upon a satisfactory pro¬ 
gram. However, upon the completion of reorganiza¬ 
tions, mergers, or recapitalizations now under con¬ 
sideration, it is believed possible that the routes 
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covered by these lines can be restored to a satisfac¬ 
tory operating basis. The lines are— 

No. of vessels 
covered by can- 

Company Routes celed mail contracts 

Munson Steamship Line.New York to east coast of South 

America. 4 

Dollar Steamship Line, 

Inc.. Ltd.San Francisco to Orient; New 

York to Orient; round-the- 
world . 14 

Total. 18 

6. Two additional lines operated in foreign trade 
by the American Line Steamship Corporation and 
the Panama Mail Steamship Co. in connection with 
their intercoastal services between New York and 
San Francisco are no longer eligible for subsidies 
under the 1936 act and are thereby deprived of 
Government aid, which under the mail contracts 
aggregated about $1,250,000 a year. Removal of the 
aid, in the opinion of these companies, makes in¬ 
advisable from a financial point of view the further 
operation of their six vessels in the intercoastal 
trade. Therefore, the operators are considering the 
transfer of the Panama Mail Line vessels to the 
New York-Venezuela route and the American Line 
Steamship Corporation vessels to the New York- 
east coast of South America route. 


Mr. Harrison: We now ask you to turn to Ar¬ 
ticle II, paragraph G, of the stipulation, appearing 
at page 14 of the stipulation, being the paragraph 
commencing on line 24, and reading as follows: 

“Document 2-G-2 is a report rendered on April 
2, 1938, to the United States Maritime [492] Com¬ 
mission's Long Range Subsidy Committee by Mr. 
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D. F. Houlihan, Director of Finance of the Com¬ 
mission, and Mr. M. E. Wilcox, its Director of 
Operations and Traffic. Messrs. Houlihan and Wil¬ 
cox had been sent to San Francisco by the Commis¬ 
sion on March S, 1938, to investigate and report 
on Dollar of Delaware. 77 

At this point we wish to offer in evidence the 
said document 2-G-2, to be marked as Plaintiffs 7 
exhibit next in order. 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 74. 

(The report heretofore identified as Docu¬ 
ment No. 2-G-2, was accordingly marked and 
received in evidence, as Plaintiffs 7 Exhibit No. 
74.) 

[Plaintiffs 7 Exhibit 74 reads in part as 
follows:] 

DOLLAR STEAMSHIP LINES INC., LTD. 

* * * 

COMMENTS REGARDING FINANCIAL 
CONDITION AND OPERATING 
PROSPECTS 

Summary 

It appears that in order for the line to continue 
in operation, the following actions must be taken 
immediately: 

1. Release $597,000.00 excess “Hoover 77 insur¬ 
ance money. 

2. Obtain loans of $3,000,000.00 for 

(a) ship repairs estimated at $1,500,000.00 

(b) Working Capital of $1,500,000.00 
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3. Increase differential subsidy percentages on 
basis of latest information. 

In our opinion, the conditions mentioned above 
are the minimum requirements in order to keep 
the present company going. If the company were 
to get the additional financing mentioned above, it 
would not put the company in a strong financial 
position, but would merely put them in a position 
where they could carry on with a reasonable chance 
of liquidating a substantial part of its heavy in¬ 
debtedness within five years, barring any serious 
operating contingencies, such as strikes, or unfore¬ 
seen catastrophies. 

Assuming loans of $1,500,000 were made for 
repairs and $1,500,000 for working capital, the 
net income available for additional interest and 
amortization would be disposed of as follows: 

8 ship 12 ship 
program program 


Net income available for additional interest 
and for amortization, per proforma income 
sheet. 808.000 1,225,000 


On the basis of eliminating some elements of 
conservatism, it would reasonably appear 
that such figures could be increased to. 1,000,000 1,400,000 


Additional interest and amortization: 

U.S.M.C. Mortgages. 605,000 605,000 

Bank Loan. 125,000 125,000 

Amortization of Debentures. 33,000 33,000 

Repair Loan (5 years). 200,000 300,000 

Working capital loan (10 years). 150,000 150,000 

Interest on Repair and Working 
Capital Loans .-.. 110,000 130,000 


1,223,000 1,343,000 


Excess —Deficiency . 223,000 57,000 
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Balance Sheet As At February 28, 1938. 

We have the following comments to offer with re¬ 
spect to the accompanying balance sheet. 

The accompanying balance sheet gives effect to 
a plan of refinancing, not yet consummated, 
whereby: 

1. Trade Creditors accounts were adjusted so 
that 90 percent or more of their accounts (exclud¬ 
ing interline accounts) with respective claims as of 
October 28, 1937, amounting to more than $2,000.00 
accepted; 20% in cash; 20% in new ten-year 3% de¬ 
benture coupon bonds of Dollar Steamship Lines 
Inc., Ltd., to be dated as of November 1, 1937; 
60% in new' 5% non-cumulative, non-assessable pre¬ 
ferred capital stock, having a par value of $100.00 
per share. 

2. The Anglo California National Bank of San 
Francisco with respect to indebtedness as of Octo¬ 
ber 28, 1937, in the principal amount of $2,800,- 
021.56 and accrued interest of $140,473.00 ac¬ 
cepted : 

(a) $1,800,000.00 of principal to be extended so 
as finally to mature June 30, 1948, with interest 
at the rate of 3%% per annum; the amortization 
on account of principal to be $125,000.00 annually, 
beginning June 30, 1939, to and including June 30, 

1942, and $225,000.00 annually beginning June 30, 

1943, to and including June 30, 1947, the balance of 
$175,000.00 at maturity. 

(b) The balance of principal and accrued interest 
to be liquidated by the issuance of 11,404 shares of 
new 5% preferred capital stock and a payment of 
$94.56 in cash. 
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3. With respect to the indebtedness of The Rob¬ 
ert Dollar Company and other affiliated companies, 
aggregating $1,339,105.40: this liability to be liqui¬ 
dated by the issuance of 13,389 shares of new 5% 
preferred capital stock and payments in cash ag¬ 
gregating $205.40. 

4. With respect to the indebtedness of $152,- 
503.35 to the Pacific Lighterage Corporation: This 
liability to be liquidated by the issuance of $61,- 
000.00 face value new ten-year 3% debenture cou¬ 
pon bonds and 915 shares of new 5 % preferred capi¬ 
tal stock and a payment of $3.35 in cash. 

Current Assets: 

Cash in bank fluctuates from day to day and at 
April 1, 1938, amounted to $42,042.63. Estimates 
have been prepared, which are being revised daily, 
showing the estimated cash receipts and expendi¬ 
tures for two weeks in advance. 

No reserves have been provided for possible bad 
debts losses. Based upon our review of the accounts 
and discussion with officials of the company, it 
would appear that losses, if any, would be negligible. 

A summary of the traffic balances is given below. 

U.S. Government—freight accounts..S 81,578.97 

passenger accounts . 37,523.71 

Poundage Mail . 18,350.96 S137.453.64 

Freights Receivable—Domestic . 160.205.43 

Foreign . 259,802.82 420,008.25 

District Passenger Agents. 124.170.38 

Miscellaneous Passenger Receivables. 1,527.35 S683.159.62 


The full amount receivable on Traffic Accounts 
is not expected to be realized upon in cash inas- 
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much as, in some cases, they are being withheld 
pending settlement of Interline Accounts Payable. 

The Insurance Claims Receivable, shown under 
this caption, include only items expected to be real¬ 
ized in cash within a short period of time, or which 
can be used in partial payment of insurance pre¬ 
miums. 

The subsidy receivable from the U. S. Maritime 
Commission includes two items, the first being the 
subsidy accrued to February 28, 1938, as shown in 
a voucher sent by the company to the Maritime 
Commission early in March. Claim was made on 
the basis of liabilities incurred with respect to ac¬ 
crued wages and insurance and with respect to 
repairs, supplies, maintenance and subsistence. The 
payment of this item is being withheld by the 
United States Maritime Commission. In addition 
to the items included in the voucher, the second 
item shown as an asset is the subsidy applicable to 
crews' quarters, with respect to which the liability 
appears under “Accounts Payable' 7 . 

The shipping inventories included in “Current 
Assets' 7 represent the inventories of stores and 
equipment ashore and the inventories aboard in¬ 
definitely laid-up vessels in harbors of the United 
States. 

The unappropriated insurance proceeds, retained 
by the U. S. Maritime Commission, have been in¬ 
cluded in “Current Assets 77 for the reason that 
the liability for repairs, for which the proceeds 
have been reserved, have been included in “Cur¬ 
rent Liabilities 77 . Since February 28th the amount 
of $20,790.26 has been released to the Maritime 
Commission to cover interest on mortgages, and an 
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amount of $130,000.00 has been released to the com¬ 
pany, upon its agreement that if the Commission 
so desires, subsidy payments in this amount shall 
be used to replace the $130,000.00 advanced. 

Voyages in Progress: 

All income and expense relating to voyages not 
terminated at February 28, 1938, is, in accordance 
with the usual steamship practice, held in suspense. 
On the basis of present indications, it would appear 
that all such unterminated voyages will, upon com¬ 
pletion, result in a gross voyage profit to the com¬ 
pany. The unterminated voyage expense includes 
the inventories on board the vessels at the com¬ 
mencement of the voyage. 

Special Funds and Deposits: 

The company has on deposit in an Escrow Agree¬ 
ment $50,000.00, par value, of Liberty Bonds in 
connection with the Matson Hawaiian Traffic Agree¬ 
ment The Maritime Commission has recently under¬ 
taken examination into the particulars of the con¬ 
tract, but we, here, have no indication as to the 
disposition of the case. At any rate, there appears 
little likelihood of this deposit being released until 
the Matson Contract is cleared up. 

Investments: 

The investment in securities of subsidiary com¬ 
panies is made up as follows: 


Stock of Dollar Terminal Steamship Company.$ 2,941,000.57 

Less: Account Payable to that Company. 541,130.16 


Net $2,399,870.41 

Stock of Dollar Wharf & Warehouse Company. 942,849.57 


Total $3,342,719.98 
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Under the terms of a Trust Agreement, dated 
September 21, 1934, the entire capital stock of these 
companies is pledged with the Anglo California 
National Bank of San Francisco, as Trustee, for 
the benefit of the United States of America and 
the Anglo California National Bank of San Fran¬ 
cisco. The amount at which these investments are 
carried appears to be considerably in excess of the 
net realizable value of their underlying assets. How¬ 
ever, no adjustment in this respect has been made 
since any liquidation, which appears remote at the 
present time, would not result in any additional 
assets being retained by the company. 

The Dollar Wharf & Warehouse Company, Fed¬ 
eral Inc., U.S.A., and the Dollar Terminal Steam¬ 
ship Company have practically no liabilities. The 
only assets worth mentioning are as follows: 

(a) Accounts and Notes Receivable of approxi¬ 
mately $75,000.00. 

(b) S.S. Ruth Alexander, which is laid up in San 
Francisco. No attempt has been made by us to 
place a value upon this vessel, but at the time 
Messrs. Dunne, Radner and Lawrence were in San 
Francisco in July, 1937, a value of $350,000.00 was 
placed on this vessel. 

(c) Hunts Point Property at New York, repre¬ 
senting a piece of unimproved property at Hells 
Gate, which was valued at the time Messrs. Dunne, 
Radner and Lawrence were in San Francisco at 
$700,000.00. 

(d) Wharf and extensive warehousing facilities 
at Shanghai, which at the time Messrs. Dunne, Rad- 
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ner and Lawrence were in San Francisco was 
valued at $500,000.00. 

Property and Equipment: 

No attempt has been made by us to place a valua¬ 
tion upon the company's vessels. However, a tabu¬ 
lation, showing the types of vessels with the values 
used in the balance sheet prepared at the time that 
Messrs. Dunne, Radnor and Lawrence were in San 
Francisco in July, 1937, together with the mort¬ 
gages there against, is given hereunder. 



No. of 

Value 




Vessels 

Per Vessel 

Total Value 

Mortgage 

“502" 

7 

S 450.000.00 

S 3,150.000.00 

S 1,793.943.04 

“535" 

5 

550,000.00 

2,750.000.00 

1,781,250.00 

“600” 

2 

300.000.00 

600.000.00 

590,819.10 

Coolidge 

1 

6.000.000.00 

6,000,000.00 

3,918,964.00 




S12.500.000.00 

S 8,084,976.14 



Other 

Assets: 



Other assets include non-current claims receivable 
and an item of $195,487.56, representing the cost of 
repairs in connection with the S.S. President Hoo¬ 
ver bombing on August 30, 1937. The liability in 
respect to this item is shown under “Deferred Lia¬ 
bilities’'. Under date of November 1, 1937, a claim 
was filed with the Department of State, United 
States of America, with respect to damages sus¬ 
tained as a result of the bombing of the S.S. Presi¬ 
dent Hoover. This claim includes the $195,487.56 
previously mentioned and other charges with re¬ 
spect to loss of passenger revenue, demurrage, 
shortening of the economic life of the steamer and 
other items. Collectibility of this claim is not deter¬ 
minable at this time. In view of the uncertainty 
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as to the amount which will eventually be realized 
and as to the time of collection, no portion of this 
claim has been reflected in the foregoing balance 
sheet, except for the aforesaid $195,487.56. 

The company has a claim, not reflected on this 
balance sheet, in an undetermined amount, arising 
out of the collision between the S.S. President 
Coolidge and the Tanker Prank A. Buck. The claim 
is for demurrage and loss of revenue to the S.S. 
President Coolidge, and officials of the company 
estimate that $50,000.00 will be recovered from the 
underwriters. 

Deferred Charges: 

Included in ‘'Deferred Charges’ 7 is an item of 
unexpired insurance in the amount of $146,967.54, 
the contra liability to which has been shown under 
“Deferred Liabilities” for the reason that, while 
insurance is written on an annual basis, payments 
of premiums are made by the company on a quar¬ 
terly basis and with the condition that if premiums 
are not paid in advance each quarter, insurance 
will be cancelled. 

Current Liabilities: 

Insofar as we were able to ascertain, all current 
liabilities have been reflected in the accompanying 
balance sheet. The amount of $259,916.71 represents 
amounts payable on April 25, 1938, in accordance 
with Trade Creditors’ Agreements, under a plan 
of recapitalization. A summary showing the month 
in which the trade and traffic liabilities and pas¬ 
senger refunds payable were incurred is submitted 
below. 
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Trade 



General 

Repairs 

Traffic. 

Payables 

Passenger 

Refunds 

Freight Pool Adjust¬ 
ments Payable in 6 
months and or 1 year 
(Not Due» 

March 1 Q 38 Accruals 
February 1938 

230,106.02 

$224,168.20 

174,960.91 

$ 35,681.23 

109.311.17 

34,883.54 

January 1938 

77,884.81 

35.928.24 

108.410.95 

20.926.95 

December 1937 

62.866.54 


74,860.93 

17,973.10 

November 1937 

45,459.44 


59,495.70 

11,704.58 

October 1937 

26.479.68 


20,695.15 

13,814.92 

Prior to October 1937 

64,988.65 


50,198.31 

8,494.52 

Total 

$507,785.15 

435.057.35 

458,653.44 

107,797.61 


A portion of Advance Ticket Sales and Deposits 
in the amount of $107,797.61 has been included in 
“Current Liabilities' 7 for the reason that passen¬ 
gers have surrendered their tickets and demanded 
refunds. 

Following is a summary of the miscellaneous ac¬ 
counts payable and accrued liabilities. 

Miscellaneous Payables 

P. & I. and War Risk Insurance (Less 

P. & I. Lay-Up Returns).....$ 44,503.07 

Estimated Accruals for unrecorded port- 

and cargo expenses. 130,212.94 

Miscellaneous Ships' Disbursements 

(Foreign Drafts paid in March). 12,360.34 

Wireless Accounts. 13,103.24 

Laundry Accounts. 6,153.76 

Administrative Expenses Payable. 51,607.24 

Miscellaneous . 17,223.34 $275,163.93 


Accrued Liabilities: 

Crews' Wages .$177,304.76 

Taxes (Including Social Security). 23,590.98 

Interest—U.S. Maritime Commission .... 113,443.10 

Interest—Other . 8,284.17 

Estimated Accrual for legal and other 

expenses and claims. 50,000.00 $372,623.01 


Total Miscellaneous and Accrued 


$647,786.94 


















vs. Emory S. Land, et al 


723 


There has been included in the above summary an 
amount of $50,000.00 representing the estimate of 
accrued legal and other expenses and claims not 
covered by insurance. Although the amount is purely 
an estimate, it appears to be reasonable. 

The liability for Customs Duty on Foreign Re¬ 
pairs represents duties assessed on preliminary en¬ 
tries for repairs made at foreign shipyards and 
entered at the ports of Honolulu, San Francisco 
and New York. Some of these entires are liqui¬ 
dated entries and are in dispute between the com¬ 
pany and the Customs authorities, but it is believed 
that the liability shown in the balance sheet is 
adequate. 

The account payable to the Matson Navigation 
Company represents the accrued liability under the 
Matson Traffic Contract for the period from June 
30, 1937, to February 28, 1938. The ultimate dis¬ 
position of this item depends upon the decision of 
the U. S. Maritime Commission in connection with 
its recent review of the Traffic Agreement under 
which this liability was incurred. 

There has been included under “ Accounts Pay¬ 
able 77 an amount of $435,057.35, representing extra¬ 
ordinary repairs made to the following vessels to 
March 20, 1938: 




Other Than 

Crews’ 


Total 

Crews’ Quarters 

Quarters 

Pres. Coolidge 

S 47,234.67 

S 47,234.67 


Pres. Adams 

94,284.62 

45,500.03 

$ 48,784.59 

Pres. Cleveland 

123,054.06 

75,009.82 

48,044.24 

Pres. Harrison 

123,386.00 

86,386.00 

37,000.00 

Pres. Taft 

40,000.00 

40,000.00 

Pres. Pierce 

7,098.00 

7,098.00 



$435,057.35 

$301,228.52 

$133,828.83 
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In addition, we have shown under “Current Lia¬ 
bilities" a reserve for repairs based on our best 
estimate as to the actual cost of repairs to be made 
to the remaining operating vessels in order to meet 
classification, crews' quarters, safety at sea and 
certain other requirements, with respect to the pres¬ 
ent schedule of eight operating ships. The estimated 
amount of subsidy with respect to crews’ quarters 
has been deducted to show a net figure. Although 
the amount of the item designated as “Reserve for 
Repairs" is not at the present time an actual liabil¬ 
ity, nevertheless, on the basis of a going concern, 
these repairs will have to be made in the immediate 
future, prior to July 31, 1938. 

A summary of the “Reserve for Repairs" fol¬ 
lows: 


Other Than Crews’ Quarters 

Crews’ - 

Total Quarters Amount less: Subsidy Net Reserve 

Pres. Coolidge.8 55,500.00 S 11,500 $ 44,000 S 26,080.00 8 18,920.00 

Pres. Adams . 25,500.00 16,000 9,500 5,094.85 4,405.15 
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No reserve has been provided for ordinary run¬ 
ning voyage repairs. 

Advance Ticket Sales & Deposits: 

This item includes amounts with respect to which 
customers have not requested refunds. 

Short-Term Notes Payable: 

This amount represents notes payable in the 
amount of $250,000.00 to subsidiary and affiliated 
companies and $250,000.00 payable to the Anglo 
California National Bank in connection with second 
and third mortgages on the Steamships President 
Johnson mid President Fillmore. The notes are 
due on July 18, 1938, and, although in their strictest 
sense they might be considered to be ‘‘Current 
Liabilities”, they have been shown as “Deferred 
Liabilities” because they are secured by mortgages 
on the Steamships President Johnson and Presi¬ 
dent Fillmore. It seems fair to assume that reason¬ 
able extensions may be expected upon such notes, 
unless the security depreciates. 

Long-Term Debt: 

In accordance with original mortgage agreements 
and/or extension agreements, signed on January 
25, 19^18, the company's indebtedness to the United 
States Maritime Commission on mortgage notes 
is payable as follows: 
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Johnson and 


Year 

502’sand 535’s 

Fillmore 

Coolidge 

Totals 

1938 


$ 90,819.10 

$ 279,926.00 

$ 370,745.10 

1939 

$ 325,000.00 


279,926.00 

604.926.00 

1940 

325,000.00 


279,926.00 

604.926.00 

1941 

318,943.04 


279,926.00 

598,869.04 

1942 

316,250.00 


279,926.00 

596.176.00 

1943 

2.290,000.00 


279,926.00 

2,569,926.00 

1944 to 
1951 

(at $279,926.00 per year) 

2,239,408.00 

2,239.408.00 

Totals 

$ 3,575,193.04 

$ 90,819.10 

$ 3,918,964.00 

$ 7,584,976.14 


The sum of $1,800,000.00 in long-term notes, pay¬ 
able to The Anglo California National Bank repre¬ 
sents the portion of the company’s notes payable 
to the bank and accrued interest from January 1, 
1937, to October 28, 1937, for which payments were 
extended by an agreement dated January 17, 1938. 
The bank also agreed to accept preferred stock to 
be issued by the company for the balance of the 
indebtedness to October 28, 1937, in the amount of 
$1,140,500.00. The sum of $1,800,000.00 bears in¬ 
terest at the rate of 3%% per annum and is payable 
as follows: 


Year 

1939 to 1945 
1943 to 1947 
1948 


Rate per Year 
$125,000.00 
225,000.00 
175,000.00 


Amount 
$ 300,000.00 
U25,000.00 
175,000.00 


$ 1,800,000.00 


The above notes, which are secured under the 
Trust Agreement mentioned above under “Invest¬ 
ments”, become payable in their entirety at the 
option of the bank upon the occurrence of any of 
the following events: 

(1) Non-payment of principal and interest when 
due. 
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(2) If Dollar ceases to be entitled to a Subsidy. 

(3) If the Maritime Commission accelerates any 
part of the mortgage indebtedness owed to it by 
Dollar. 

Deferred Liabilities: 

The deferred liabilities with respect to the Hoo¬ 
ver bombing, in the amount of $195,487.56, repre¬ 
sent repairs made in connection with the damage 
to the S.S. President Hoover as a result of her 
bombing on August 30, 1937. In accordance with 
agreements with repair companies, these liabilities 
are not to be paid until such amount is collected 
from the Chinese Government, but, in any event, 
not later than November 1, 193S. 

The deferred liability for insurance premiums 
is contra to the item of unexpired insurance, already 
explained under the caption “deferred charges’ 7 . 

The deferred liability to the Robert Dollar Com¬ 
pany, in respect of advance ticket sales, is our best 
estimate of commissions due that company with 
respect to bookings prior to January 25, 1938. Such 
commissions are not payable until the revenue has 
been earned by Dollar Steamship Lines Inc., Ltd. 
Some question might arise regarding the ultimate 
amount to be paid, but, for the purpose of this 
balance sheet, the accrual made appears to be rea¬ 
sonable. 

Net Worth: 

No attempt was made by us to ascertain whether 
certain extraordinary repairs charged to property 
account by the company were proper capital items 
since, having in mind the purpose of the accompany¬ 
ing balance sheet, this is of no consequence. Also, 
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as a matter of convenience, the reserve provided 
for repairs has been charged to deficit, although 
some items should properly be capitalized. 

The net worth is as stated by the books, after 
making certain adjustments. As previously men¬ 
tioned, we did not attempt to value the investments 
or properties. We doubt that liquidation would rea¬ 
lize anything for the Class A and B stockholders. 


Forecast of Operating Results for First Six 
Months of 1938 


With six voyages now terminated for account¬ 
ing purposes and twelve voyages estimated, the 
operating results of the sixteen regular service voy¬ 
ages and two special intercoastal voyages that will 
be terminated by June 30, 1938, show as follows 


before subsidy: 

Round- 

World 

Trans-Pac. 

Inter¬ 

coastal 

No. Voyages Completed 

4 

1 

1 

No. Voyages Estimated 

3 

8 

1 


Total 

6 

12 


Total No. of Voyages 7 9 2 18 

Profit or $272,482 $272,482 

Loss ($286,212) ($31,767) ( 317,979) 


Total Voyage Loss ($ 45,497) 
Of the above sixteen foreign trade voyages, three 
Round-The-World and one Trans-Pacific will re¬ 
ceive practically no subsidy, as they were completed 
—or nearly so—by January 25, 1938, the date of 
subsidy attachment. 

The balance of the voyages (twelve) will be sub¬ 
sidized under the contract to the following extent: 

Round-World Trans-Pacific Total 

Completely Subsidized 16 7 

Partly subsidized 3 2 5 
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The final results of the company during the first 
six months of 1938, with subsidy at present con¬ 
tract rates, are estimated as follows; before depre¬ 
ciation : 

Overhead & Loss, before 
Subsidy Advertising Depreciation 

January and February S 9,782 $299,848 $568,303 

March. April, May. June 439,840 580.824 311,785 

$449,622 $880,672 $880,088 

Besides the comparatively small partial subsidy, 
as previously explained, these voyages include ab¬ 
normal expenses that have and will be incurred 
by reason of disrupted service, lay-up expense and 
extraordinary repairs, and several voyages on cargo 
ship basis. 

Eliminating the two special intercoastal voyages 
and the extraordinary expense, the results of nor¬ 
mal service operation, with estimated increased sub¬ 
sidy, based upon preliminary percentage calcula¬ 
tions made by the representative of the Division of 
Research and applied fully to all voyages, would be 
approximately as follows for the same six months 
period: 

Overhead & Loss before 

Sudsidv Advertising Depreciation 

$924,818 $743,780 $141,755 

Thus, despite curtailed service and loss of gross 
revenue due to lapse of sailings, a comparatively 
small loss would be suffered. 

As the results from operations during the year 
from June, 1938, to June, 1939, on the existing 8 
ship basis and revised subsidy rates, should show 
substantial profits, estimated hereinafter at more 
than $800,000 before depreciation, the main prob- 
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lem is to finance the very heavy interim cash re¬ 
quirements for working capital altering crew quar¬ 
ters, effecting repairs and meeting trade creditor 
obligations so that the service may be maintained 
and the future earnings realized. 

The possible ways and means of effecting such 
financing are discussed in our recommendations. 

Alternative Service Possibilities 

The estimates, as shown in the attached pro forma 
statements, are based on operating the SS Pres. 
Coolidge and three “535V 7 in the Trans-Pacific 
Service on fortnightly schedule and four u t02’s” 
in the Round-the-World Service sailing every 28 
days. The two services combined give a sailing 
three weeks out of four westbound Trans-Pacific. 
The absence of a sailing the fourth week is detri¬ 
mental to both the freight and passenger business. 
We have under consideration several plans which 
might correct this. They are briefly as follows: 

1. Increase the Round-The-World Service from 
monthly to fortnightly, by adding three “502 7 s” 
and one “535”. 

2. Inaugurating a new service from New York, 
via Los Angeles, San Francisco, Honolulu, Manila 
and Hongkong, to Singapore and Penang, and re¬ 
turn. Four “535 7 s” would be required for this 
service. 

Either one of these services, in addition to the 
fortnightly Trans-Pacific Service, would furnish 
a weekly sailing westbound Trans-Pacific from Los 
Angeles and San Francisco. 

We are also considering making some combina¬ 
tions with the “535 7 7 types of ships being operated 
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by the American Mail Line, but, in view of the fact 
that this report covers only the Dollar Line, we 
will not explore that further at this time. 

Forecast of Operating Results for the Year 
Ending June 30, 1939 

We attach hereto a statement showing the esti¬ 
mated results of operations for the year ending 
June 30, 1939. This estimate has been based upon 
the operations of the line along the same lines as 
they are presently being operated. In our opinion, 
the figures shown are conservative and mav be sum- 
marized as follows: 

Overhead & Profit, before 

Subsidy Advertising Depreciation 

$2,189,253 $1,590,250 $808,160 

The estimate of freight revenues was prepared 
by the Traffic Department and reviewed by the by 
the company officials, our auditors and ourselves. 
On the basis of our review, it would appear that 
the freight revenues will at least equal the amounts 
shown in the estimates. The same general procedure 
was used in determining the passenger revenues, 
and it would appear that, with an advertising ap¬ 
propriation of $250,000.00 per year, there is a strong 
likelihood that the passenger revenues will be more 
than those shown in the estimates. 

The operating expenses were based upon past 
experience, taking into account increases which are 
due to the company’s operating under the Mer¬ 
chant Marine Act of 1936. We are satisfied that, 
unless some unforeseen substantial increases were 
to arise in connection with the expenses, the amounts 
shown are fair and reasonable. 
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The adjusted subsidy has been based upon tenta¬ 
tive figures, which have been supplied by the rep¬ 
resentative of the Research Department, who has 
spent more than two weeks in San Francisco as¬ 
sembling data. In reviewing some of the differen¬ 
tials, we are satisfied that the percentages shown 
are conservative, and it would seem to us that any 
changes made would result in an increased subsidy. 

General administrative expenses have been esti¬ 
mated at $1,300,000.00, even though certain company 
officials are of the firm belief that such expenses 
will not amount to more than $100,000.00 per month, 
or $1,200,000.00 per year. In this respect, as in all 
of the estimates, we have tended toward the con¬ 
servative side and feel there is a likelihood that 
administrative and general expenses will not ex¬ 
ceed $1,200,000.00 per year. 

With respect to advertising, we have decided 
that for the purpose of our estimate, $250,000.00 
would be a fair and reasonable figure. A budget has 
been prepared showing that the advertising ex¬ 
penses will not exceed $150,000.00. However, in view 
of the lack of recent advertising and certain other 
factors which have hurt the company's passenger 
business, it seems to us that, in order to get the 
passenger business rolling properly, it will be neces¬ 
sary to spend somewhat more in the first year. The 
question of advertising is one that will take con¬ 
siderable time and study, but as an off-hand opinion, 
it seems to us that advertising should not exceed 
more than 5% of the gross passenger revenue. On 
this basis, the advertising on an eight-ship program 
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would be $120,000.00 and on a twelve-ship program 
$225,000.00 per year. 

There has also been deducted from the Income 
Sheet amounts which are estimated to accrue to 
Matson under the Traffic Agreement. This Agree¬ 
ment is now being considered by the Division of 
Regulations and has been discussed under a separate 
section of this report, to which reference is made. 

In arriving at the estimated results, there has 
been included in voyage operating expenses normal 
voyage repairs. In addition to ordinary voyage re¬ 
pairs, the company should set aside a reserve to 
take care of special classification expenses. These 
figures are not included in the detailed pro forma 
voyage accounts, but the amount has been deducted 
on the profit and loss account 

Based upon operating the existing Trans-Pacific 
Service with four ships and increasing the Round- 
the-World Service from monthly to fortnightly by 
the addition of four ships, the pro forma estimates 
are as follows: 

Overhead & Profit, Before 

Subsidy Advertising Depreciation 

$2,043,331 $1,740,250 $1,225,988 

Importance of Trade Route and Danger of Dis¬ 
appearance of American Flag Service From 
Pacific Coast 

There can be no question of the importance to 
American Commerce of the Dollar Line routes. 
In fact, no other trade route can be more important 
than the Trans-Pacific route between California 
and the Orient. 

The need of maintaining American Flag Services 
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on the Dollar Line routes is accentuated by the fact 
that these services are the only American services 
now operating from California. 

Prior to 1937, there were six American Flag 
Services operating Trans-Pacific. At the present 
time, there are only two—American Mail Line and 
Dollar Steamship Lines—and the latter service is 
now considerably curtailed. 

In 1936, the Tacoma Oriental S.S. Co. discon¬ 
tinued service. In 1937, the Oceanic and Oriental 
Steamship Co. service was also discontinued. Simi¬ 
larly in 1937, the combination service of the States 
Steamship Co. was discontinued and the cargo serv¬ 
ice of this line was abandoned although the owners 
of the steamers occasionally carry bulk cargoes of 
lumber. 

If the services operated by the Dollar Line were 
discontinued, The American Flag Service from 
California to the Orient would completely disappear 
and the entire trade would be in the hands of about 
twenty-six foreign flag lines. 

The disappearance of various other important 
American lines from Pacific Coast operations—in¬ 
tercoastal and coastwise—also accentuates the im¬ 
portance of at least maintaining the remaining 
services to and from the Pacific Coast. 

There has been a very serious change in the 
maritime situation as regards America’s foreign 
trade over the last twenty-five years. The statement 
is made frequently that the time the World War 
started in 1914 there was little or no American 
flag tonnage. That is essentially true, but it is like¬ 
wise true that nearly all the ships flying the Ameri- 
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can flag in 1914, in foreign trades, operated on 
the Pacific. Out of 17 ships, under the American 
flag in foreign trade in 1914, the Pacific Mail had 
about 15, all operating on the Pacific, some Trans¬ 
pacific, and others Coastwise to Mexico, Central 
America and Panama. Prior to the war, the Pacific 
Mail (American Flag) carried probably 70% of 
the cargo and passenger trade between California 
and the Orient. The balance was carried entirely 
by British and Japanese tonnage. 

In order to give a general view of the change in 
the situation, the following will outline in four 
periods, just what the comparative situation was, 
and is, as regards American versus foreign flag 
competition in the Pacific: 

1914—At that time between California and the Orient, the follow¬ 


ing lines were operating: 

Line Flag 

Pacific Mail S.S. Co.—5 vessels.American 

Toyo Kisen Kaisha—3 vessels.Japanese 

^Occidental & Oriental—3 vessels.British 


* These 3 vessels eventually went home or were absorbed by 
Pacific Mail. 


Line 

Between San Francisco and Honolulu 

Matson Navigation Co. 

Oceanic S.S. Co. (J. D. Spreckels Co.). 

Between Pacific Coast & Australia/New Zealand 

Oceanic S.S. Co. (J. D. Spreckels Co.). 

Union Steamship Company . 

Between North Pacific & Orient 

Canadian Pacific. 

Blue Funnel... 

Andrew Weir (Bank Line).... 

Frank Waterhouse Co. 

Hamburg American Line. 

Great Northern S.S. Co. (S.S. Minnesota). 

Nippon Yusen Kaisha. 

Osaka Shosen Kaisha. 


Flag 

..American 

..American 

.American 

.British 

.British 

.British 

..British 

.British 

.German 

..American 

.Japanese 

.Japanese 
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1923—Practically same lineup to Australia and to Honolulu as 
above. 


Between California & Orient 

Pacific Mail S.S. Co.American 

Dollar Steamship Line.American 

Struthers & Barry.American 

China Mail S.S. Co.—2 vessels.American 

China Mail S.S. Co.—1 vessel.British 

Toyo Risen Kaisha.Japanese 

Between North Pacific & Orient 

Admiral Oriental Line.American 

Columbia Pacific S.S. Co.American 

Canadian Pacific.British 

Blue Funnel.British 

Nippon Yusen Kaisha.Japanese 

Osaka Shosen Kaisha.Japanese 

Ocean Transport Co.Japanese 


Note: There were other irregular services or vessels in the North 
Pacific, principally Japanese and some British. 

1928—Same lineup to Australia and Honolulu, except Matson had 
taken over the Oceanic S.S. Co. and were operating both the 
Honolulu and the south Oceanic services separately. 


Between California & Orient 

Dollar S.S. Line.American 

Oceanic & Oriental Steam Nav. Co.American 

Nippon Yusen Kaisha.Japanese 

Kawasaki Risen Kaisha.Japanese 

Java Pacific Line.Dutch 

Silver Line (Kerr) .British 


Note: At that time also, some of the Atlantic lines in the At¬ 
lantic/Far East Conference calling at California for bunkers enroute 
to the Orient started to top off with some cargo for the Orient. 

Between North Pacific & Orient 
Practically same lineup as for 1923, except States 
S.S. Co. (Portland, Ore.) had replaced the Colum¬ 
bia Pacific S.S. Co. (American Flag), and irregular 
Japanese tonnage, including Mitsui, Kawasaki, 
Yamashita and others, was continually increasing. 

1938 

During the period 1928 to 1938, competition 
Trans-Pacific has run wild. Today, there is no 






















738 


E. Sta?iley Dollar, et al 


longer a clear line between North Pacific and South 
Pacific operation. Many lines start out from the 
North to the Orient lead back to California with 
cargo for the entire Pacific Coast range, and load 
out at Puget Sound and British Columbia for the 
Orient. Likewise, the 12 or 14 lines in the Atlantic 
Far East Conference now, not only call at Cali¬ 
fornia for bunkers, but also solicit cargo for load¬ 
ing at Los Angeles and San Francisco, sometimes 
at one, sometimes at both ports. This has intensi¬ 
fied the competition to the point that there are 
practically 25 to 28 separate services loading at 
California for the Orient monthly, or practically a 
vessel a day. 

Therefore, for 1938, we are showing below a com¬ 
plete list of all lines loading on the Pacific Coast. 
The most of these vessels return to the Pacific Coast, 
but some continue on through Suez to Atlantic 
U. S. ports: 


Line Flag 

Dollar S.S. Lines (2 independent services).American 

American Mail Line.American 

Isthmian—(Call Calif, for bunkers only).American 

Blue Funnel—(2 independent services).British 

Bank Line (Andrew Weir).British 

Ellerman .British 

Prince.British 

Silver Line (Kerr)—(3 independ. services).British 

Canadian Pacific.British 

Castle (Barber) .British 

Wilhelmsen (Barber) .Norwegian 

Klaveness .Norwegian 

Kokusai .Japanese 

Mitsui .Japanese 

Nippon Yusen Kaisha (6 independ. services).Japanese 

Yamashita—(2 independent services) .Japanese 

Osaka Shosen Kaisha (2 independent services).Japanese 

Daido .Japanese 

Mitsubiski .Japanese 
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Line 


Fla* 


Kawasaki Kisen Kaisha (2 independ. services).Japanese 

Maersk (Isbrandtsen-Moller) .Danish 

Salen (New) .Swedish 

International Shipping (New) .(Chartered Foreign Flag) 

Pacific Java Bengal .Dutch 


Above constitutes 24 companies with 43 regular 
services Trans-Pacific of which 3 are strictly Puget 
Sound lines, while others serve Puget Sound as 
well as California. 


Unfortunately, during 1937, three American Flag 
lines, as listed below, withdrew from Trans-Pacific: 

States S. S. Co.(Passenger £ Freight) 

Tacoma Oriental S.S. Co.(Freighters) 

Oceanic & Oriental Steam Navigation Co.(Freighters) 

Considering the withdrawal of the Panama Mail 
Line, Panama Pacific Line, United Fruit Company 
and Pacific Steamship Company—all combination 
passenger ships—from the trade on the Pacific 
Coast, the withdrawal of the only remaining com¬ 
bination passenger ships from the Pacific Coast 
would be the climax that would take the American 
flag off the West Coast with the loss of an inesti¬ 
mable amount of business to local interests. 


Proof abounds that Pacific Coast shippers find 
the Dollar services invaluable in protecting rates 
and finding markets in competition with foreign 
sources of supply. 


Insurance 

Marine 

The following tabulation is a brief summary of 
the marine insurance on the Dollar Fleet: 
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Approx. 

Vessel Quarterly Prem. Coverage Book Value Mortgage 

Seven 502's $43,970.00 S U00.000 957,534 256,300(Avg.) 

271.000 PPI 

Pres. Wilson 7.912.00 1.400,000 1.168,688 356,250 

314,000 PPI 

Pres. Pierce 7.912.00 1.400.000 1,170,770 356,250 

314.000 PPI 

Pres. Lincoln 7,912.00 1,100.000 1,169,081 356,250 

314.000 PPI 

Pres. Taf i 7,912.00 1,400,000 1,183,848 356,250 

314,000 PPI 

Pres. Cleveland 7,912.00 1,400,000 1,218,558 356,250 

314,000 PPI 

Pres. Coolidge 23,377.00 5.000.000 6,475,363 3,919,000 

$106,907.00 

Ruth Alexander 750,000 746,089 

Pres. Fillmore 900,000 1,297,091 325,000 

Pres. Johnson 900,000 1,182,567 266,000 

Total Mortgages $ 8,084,976 

Total Insurance 25,050,000 

5,916,000 PPI 

$30,966,000 

Total Book Value 22,314.794 

The basic premium rate is 2%% for vessels in 
active service. The indications are that when re¬ 
newals are made the rates will be increased approxi¬ 
mately 15%. A cursory review of the coverage leads 
us to believe that the “502V’ and “535’s” are over 
insured, whereas the Coolidge is under insured. We 
have not investigated the extent to which saving in 
premiums can be effected by reducing the coverage 
on the “502 V 7 and “535’s”. Unless there is a sub¬ 
stantial saving in premium, it would not be worth¬ 
while to reduce the coverage on those ships. 

The Pres. Coolidge should be insured for a total 

i of at least $8,000,000. With the size of the Dollar 
fleet and total annual premium now being paid, the 
increased coverage on the Pres. Coolidge should 
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not increase total annual premium in any appreci¬ 
able amount. Perhaps the insured valuations could 
be adjusted without any change in total premiums, 
or if the “535’s” and “502V' are reduced, the total 
premiums might be reduced. 

P. & I. 

The P. & I. insurance is placed with a London 
Club—A. Bilbrough & Co. The experience in costs 
for the last few years indicates that the rate is 
reasonable. The Club in which these vessels are 
entered is one of the best P. & I. coverages avail¬ 
able. As an indication of the manner in which this 
club works and Dollar’s relationship with them, we 
cite the fact that on March 20th, the first months 
extension of the Dollar Fleet in the Club expired. 
Just prior to the expiration, the Dollar Co. cabled 
to London requesting an extension for another 30 
day period. In spite of the fact that the Dollar Line 
owed the Club approximately $50,000 in past due 
calls, the Club thanked them for the request for an 
additional 30 days extension which was granted 
without making any mention of the amount past 
due. 

In view of this action, a remittance of 2500 
pounds was made to the Club on March 21st. 

Age of Fleet 

All of the Dollar vessels except the Pres. Coolidge, 
are approximately 18 years old. Considerable sums 
of money are now being spent on them, ranging 
from $60,000 to about $200,000 (Assuming the Pres. 
Wilson is repaired and used). 

Even if a satisfactory program could be worked 
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out immediately involving the construction of new 
ships, the vessels could not be laid down and com¬ 
pleted prior to the time the present “502 V 7 and 
“535V 7 reach 20 years of age. In view of the fact 
that these ships are in reasonably good condition 
now and considering the money that is being put 
into them, they should be serviceable for several 
years after they reach 20 years of age. 

If a long term program can be worked out for 
the Dollar Line, the Commission will be confronted 
with the necessity for subsidizing ships over 20 
years of age and this fact must be kept in mind in 
considering any long range program. 

Replacement Possibilities 

The pro forma voyage accounts indicate that the 
SS Pres. Coolidge is the best earning unit of the 
company. If the 3 “ 535 V 7 being used in the Trans¬ 
pacific service could be replaced by vessels similar 
to the Pres. Coolidge, the earnings of the company 
would be increased. 

Let us assume for purpose of discussion, three 
bases for acquiring ships similar to the Pres. 
Coolidge— 


(a) Total Cost ......$ 12,000,000.00 

Construction Differential. 33^5% 

Net Cost.. 8,000,000.00 

Amortization 3%, plus interest at 3%%. 

Annual Payment—$680,000.00. 

(b) Total Cost....$ 10,000,000.00 

Construction Differential . 40% 

Net Cost. 6,000,000.00 

Amortization 5%, plus interest at 3%%. 

Annual Payment—$510,000.00 

(c) Total Cost ....$ 10,000,000.00 

Construction Differential . 50% 

Net Cost. 5,000,000.00 

.Amortization 5%, plus interest at 3%%. 

Annual Payment—$425,000.00 
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It is not likely that the company would be able 
to construct a new ship in which their obligation 
would be as low as $5,000,000.00. They might be able 
to secure one for $6,000,000.00. Therefore, in the 
following compilation, we will assume the figures 
under “B” as above. 

Assuming that the new ships would be ready for 
service prior to March, 1943, the additional income 
would be estimated at approximately $1,500,000.00 


as follows: 

Present Coolidge Voyage Profit After Subsidy.$ 1.062,000.00 

If three more. 3,186,000.00 

Total Voyage Profit After Subsidy.$ 4,248,000.00 

Present Total Trans-Pacific. 2,315,000.00 

Additional Voyage Profit.S 1,933,000.00 

Assume 3 “535’s” sold prior March 1943.$ 147,430.00 

amortization and interest reduced 

Amortization and Interest Plan “B”. 1,500,000.00 

Net Increase in Amortization and Interest.$ 1,352,570.00 

Balance Net Additional Income.$ 580,430.00 


If option of purchase where declared at the end 
of the first five years an obligation of $13,500,000 
would require to be assumed. 

This is not a specific recommendation but merely 
a thought for consideration at this time. It appears 
the only way they could acquire ships would be 
under Title VII, or under a Charter Hire. We are 
inclined to favor Title VII, rather than a Charter 
Hire. 

We have made no study of a possible replacement 
program for the Round-the-World service or for 
a possible New York/Orient Service, but we think 
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offhand that the vessels required for such services 
should be of the cargo type and not the passenger 

type. 

Matson-Dollar Hawaiian Traffic Agreement 
This agreement provides for the Dollar Line pay¬ 
ing to the Matson Line 50% of their gross freight 
and passenger revenue for local business between 
San Francisco, Los Angeles and Honolulu. The 
principal consideration in Mr. Dollar’s mind at the 
time the agreement was made was that it would 
keep Matson out of the Trans-Pacific Service. The 
agreement shall remain in full force and effect from 
April 23, 1930, until April 23, 1940, “and thereafter 
until such time as a majority of the arbitrators ap¬ 
pointed as hereinabove provided, shall decide that 
the necessity therefor, or desirability of, this agree¬ 
ment, as measured by the conditions existing at the 
time it was made, shall have ceased to exist. Upon 
the termination of this agreement, all of the rights 
and obligations of the parties hereunder shall cease 
and terminate.” 

On its present basis, this contract is costing the 
Dollar Line about $120,000 per year and in addition 
is a deterrent to the solicitation of short haul pas¬ 
senger business to and from Hawaii when long haul 
passengers are not available. The Division of Regu¬ 
lations is inquiring into the propriety of this agree¬ 
ment. 

New York-Erie Pier Lease 
At New York the rental of one of the Erie Rail¬ 
road piers in Jersey City has been at the rate of 
$120,000 per annum under lease which has ex- 
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pired. At present, under special unwritten agree¬ 
ment, the Dollar Line is paying $10,000 per month 
for the use of this pier during the term of the 
temporary operating subsidy on a month-to-month 
basis. The Company has made efforts to have this 
rental rate reduced or to qbtain another steamship 
company to share the pier, but has not been suc¬ 
cessful in its efforts. 

When full service was being operated there were 
four dockings of Dollar ships per month over which 
the $10,000 rental was spread. At present there is 
only one docking per month against w’hich the en¬ 
tire $10,000 must be charged. 

This amount is, of course, greatly excessive and 
unless Round-The-World service is increased or 
other service is resumed, other arrangements must 
be made for other space or for a reduction in ren¬ 
tal charges. 

Traffic Possibilities—Freight and Passenger 
Freight Traffic 

The Dollar Line has an excellent freight organi¬ 
zation at the top. The freight traffic officials of the 
Dollar Line are thoroughly conversant with their 
problems and have the situation as well in hand 
as possible with the disrupted schedules they have 
had during the last few months. In fact, the stand¬ 
ing of the Dollar Line in the trade is such that it is 
difficult to understand how they are able to get as 
much business as they have under existing cir¬ 
cumstances. 

We have seen four instances of this during our 
presence here, viz, the “Pres. Pierce” (Trans-Paci¬ 
fic Service), the “Pres. Adams” (Round-the-World 
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Service) and the “Pres. Taft” (Trans-Pacific Serv¬ 
ice) have all left San Francisco with full loads 
westbound, and the “Pres. Coolidge” is also booked 
full. In addition, the “Pres. Garfield” recently ter¬ 
minated with one of the largest Round-the-World 
freight revenues ever grossed— $279,000.00. 

During the past few years, foreign competition 
has increased considerably and the foreigners have 
lost no opportunity to take advantage of the ex¬ 
tenuating circumstances of the Dollar Line. The 
present Trans-Pacific competition consists of the 
following lines operating services with a frequency 
as indicated: 


CARGO COMPETITION FROM CALIFORNIA 


Sailings to 
Japan 
Per Month 


N. Y. K. 4 

O. S. K. 5 

Kawasaki. 5 

Kokusai . 2 

Mitsui . 1 

Yamashita . 1 

Daido. 1 

Maersk. 2 

Barber . 1-2 

East Asiatic. 1-2 

Salen . 1 

Miscellaneous Charters . 4 


Klaveness . 

Bank . 

Blue Funnel. 

Ellerman . 

Kerr . 

Prince . 

Silver Java Pacific. 


Sailings to 
China & P. I. 
Per Month 


2 


2 

2 

1 

1 

1 

1 

1 

1 

1 

1 

2 


29 


16 


During the last eight months of 1937. carryings 
of the Dollar Line, Trans-Pacific, as compared to 
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their competition, have been approximately as fol¬ 
lows: 

EXPORTS IN TONS OF 2,000 POUNDS 
FROM LOS ANGELES 

Other 

Dollar Line American Lines Foreign Lines Total 

45,145 28,455 283,021 356,021 

12.6% 8% 79.4% 

Note: These figures do not include 45,178 tons gasoline and 
kerosene in packages, which Dollar Line does not carry. 

FROM SAN FRANCISCO 

Dollar Line Other American Lines Total 

155,833 (no particulars) 450,691 

34.6% 

Note: No sailings from Los Angeles or San Francisco during 
January account strike. 

Bulk oil, of which an immense quantity moves 
in regular tankers, also in freighter deep tanks is 
excluded because the movement is non-competitive. 

Figures obtained from Board of Harbor Commis¬ 
sioners at Los Angeles and San Francisco and from 
Dollar Lina 
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Comments on Carryings 

Outward to Japan, Philippine Islands, Asia and 
India. 

There are no recent figures available for total 
carryings from the entire Pacific Coast to the 
Orient. 

The above figures show that from San Francisco 
for the eleven months, February to December inclu¬ 
sive, Dollar Line carried 34.6% of the total cargo 
carried (excluding only bulk oil) and the remainder 
is divided up amongst other American and foreign 
lines. In 1937, there where shipped from San Fran¬ 
cisco to Japan and China over 100,000 tons of scrap 
steel and iron, of which Dollar carried only about 
10,000 tons. If we excluded scrap, it would raise 
Dollar’s percentage of the total carryings consider¬ 
ably. 

From Los Angeles, Dollar carried only 12.6% 
and other American Lines 8%. Dollar carryings are 
light because they carry the highest class cargo from 
Los Angeles, which is limited in amount, and most 
of the cheaper potash and other fertilizers move 
via the Japanese lines and others. 

Considerably more business could be obtained at 
Los Angeles if space were available, but Los An¬ 
geles fills up its allotment on every vessel and 
frequently asks for additional space. 

Homeward From Philippine Islands, Hong Kong, 

Shanghai, Hankow, Tientsin, Kobe and Yoko¬ 
hama to all Pacific Coast Ports (Local and 

Overland) Also to Honolulu, Hawaii 

The statement of Homeward Cargo is in revenue 
tons and the figures are taken, as indicated in the 
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statement, from official statistics issued at the vari¬ 
ous ports. 

We are showing figures only for March to De¬ 
cember inclusive because owing to the strike at be¬ 
ginning of the year the ships did not sail from 
Oriental ports until March. From Shanghai and 
Hankow we are covering only the period from 
March to August inclusive because the Japan-China 
trouble started in August and we stopped calling at 
Shanghai thereafter. 

Philippine Islands 

Statement shows Dollar carried 10.2% of the 
total cargo trans-Pacific and other A merican lines 
carried 44.1%. The comparatively small percentage 
is due to the fact that 75% of the total movement 
is copra, raw sugar and lumber which Dollar does 
not carry on passenger vessels. Some refined sugar 
was carried but the largest proporation of this move¬ 
ment is by freight vessels which offer optional de¬ 
livery at all Pacific Coast ports, although American 
Mail Line carried a nice tonnage of refined sugar 
to Puget Sound. Dollar ships are confined to Los 
Angeles and San Francisco, California. The other 
American Lines (0. & O., T. & O., States and 
A.M.L.) carried 44.1% but this was mostly made 
up of the commodities mentioned above which are 
excluded from Dollar ships. Of the general commo¬ 
dities such as desiccated cocoanut, lard, cigars, 
hemp, rope, linens, etc., Dollar alone carried prob¬ 
ably 40% or 50% of the entire movement. 

Hongkong 

\ Dollar Line carried 35.1% and all other American 
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lines 12.4%. Out of twelve lines with various serv¬ 
ices the Dollar Line, therefore, handled over one- 
third of the entire movement to the Pacific Coast. 
This cargo from Hongkong is really the highest 
revenue producing cargo in the Orient. 

Dollar carried 13.3% and all other American 
Lines 33.5% of the total cargo movement during the 
period mentioned (March/August incl.) Shanghai 
has high class cargo and also considerable low-class 
material such as sesamum seed which Dollar handles 
in limited quantities, if at all, because of the low 
revenue involved and the necessity of conserving 
our space for better cargo elsewhere. 

Hankow 

Dollar Line carried 41% and all other lines 
26.3%. This consists almost entirely of the lucra¬ 
tive wood oil movement in deep tanks. 

Tientsin 

Dollar carried, during the restricted period men¬ 
tioned, 18% and all other American lines 44.2%. 
Here, again there is some high class cargo and a lot 
of low-class cargo. The latter is avoided and, there¬ 
fore, this low-grade cargo moved in American 
freighters and in Japanese tonnage. 

Kobe and Yokohama 

Dollar Line carried respectively 2.9% and 3.7% 
whereas all other American vessels carried 12.6% 
and 11.1%. Of the “other American lines” Ameri¬ 
can Mail Line carried the bulk of this movement. 
Dollar reserved only limited space for Japan home¬ 
ward because our best prospects are at Shanghai 
and the southern ports, and the great bulk of the 
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cargo movement from Japan to the Pacific Coast 
consists of less remunerative items such as cotton 
rags, toys, glassware, electric bulbs, cakes and meals, 
cement and fertilizers. Silk is not included. This is 
a most valuable item but Japanese control through 
buying, rebating, and other pressure: also numer¬ 
ous fast direct services to New York carrv between 
80% and 90% of the entire movement. 

With the contracts that these people have in the 
Trade wo believe that if they are given a regular 
service, they can fulfill the estimates on the at¬ 
tached pro forma voyage accounts and perhaps even 
improve them. 

Passenger Traffic 

The passenger traffic of the line has suffered tre¬ 
mendously during the past few months due to the 
uncertainty of schedules, lack of definite informa¬ 
tion with reference to future sailings, suitable ad¬ 
vertising, literature, etc., and due to the reputation 
the line has earned among Tourist Agencies for 
their inability to make refund for unuused tickets. 
At the present time, refund demands have been 
made amounting to more than $100,000.00. 

The passenger estimates as shown on the attached 
pro forma voyage accounts are reasonably conserva¬ 
tive and can be improved with the establishing of 
regular sailings and the allotment of $250,000.00 a 
year for passenger advertising. This $250,000.00 
would include' magazine and newspaper advertising, 
sailing schedules and other literature necessary in 
the proper development and solicitation of passen¬ 
ger business. 

The Passenger Department will be handicapped 
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by the change in the stewards’ personnel from 
Chinese to American citizens. The Chinese have 
proved to be good personal servants, viz: waiters 
and room stewards, whereas the Americans are not 
by nature good personal servants. 

Furthermore, the present propaganda that is be¬ 
ing disseminated regarding the general treatment 
that passengers receive at the hands of American 
stewards, as well as the instability of American 
crews as a whole, have had a serious effect on the 
passenger business. 

The present Trans-Pacific competition of the Dol¬ 
lar Line is as follows: 

TRANS-PACIFIC PASSENGER SHIP COMPETITION 

C. P. R. from Vancouver. 2 sailings per month 

N. Y. K from California. 2 sailings per month 

N. Y. K. from Puget Sound. 1-2 sailings per month 

O. S. K. from California. 2 sailings per month 

Total. 8 sailings per month 

The N.Y.K. ships are new vessels, capable of mak¬ 
ing a speed of about 19 knots and are highly satis¬ 
factory in every respect. 

The Canadian Pacific vessels out of Vancouver 
have speeds between 19 and 22 knots, and are man¬ 
ned by British Officers, but most of the balance of 
the crew, including the stewards, consist of Chinese, 
etc. This is an excellent combination for rendering 
service to passengers and circumventing the un¬ 
favorable propaganda that follows the manning of 
American vessels with the present type of Ameri¬ 
can crews available. 

Notwithstanding, all of these adverse reactions 
and barring any serious interruption in the service 
and assuming that we can set aside $250,000.00 for 
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passenger advertising, the estimates shown on the 
attached pro forma accounts should be met, if not 
improved. 

Standing of Dollar Line in the Trade 

The present financial difficulties of the Dollar 
Line which seem to be generally known in the street 
on the West Coast, as well as on the East Coast, 
would ordinarily react much more unfavorably to 
any other line we know of than they have to the 
Dollar Line. Shippers continue to support the line 
and commercial travelers, as contrasted to pleasure 
travelers, use the line to an extent almost unbe¬ 
lievable. Further, trade creditors are carrying the 
Line to a point where a good many of them are 
jeopardizing their own credit standing and finan¬ 
cial position. 

The reports that reach us and which are confirmed 
by the volume of business that the Line handles, 
lead us to believe that the standing of the Line in 
the Orient is something that must not be impaired. 
It has been built up over many years of trading 
in that temtory and if the line is permitted to dis¬ 
solve. it would take years for any successor Ameri¬ 
can fiag line to reach a point comparable to the 
present- point of confidence enjoyed by the Dollar 
Line among the Orientals. 

All of those are intangible assets which cannot be 
measured in dollars and cents: nevertheless, they 
are things without which, this line, or any other 
line, could not function in this trade. 

In conclusion, we wish to express our apprecia¬ 
tion for the courteous cooperation afforded to us 
by officials and employees of the company. 
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Trade Creditors .... 878,700.00 
Anglo Cal. Nat. Bk. 1,140,500.00 
Affiliated and 

Assoc. Cos. 1,339,100.00 3,358,300.00 19,408,300.00 







53,965.34 

Chinese Govt.—Pres. Hoover 
Bombing Damage: 

8rw (Contra to Deferred Liabilities) 195,487.56 249,452.90 
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Mr. Siegel: With respect to 2-G-2, the Govern¬ 
ment objects without further proof which the plain¬ 
tiff can make to the minutes of the Commission, 
that this report was adopted by the Commission. 
Our purpose in making this objection is that it is 
our object to get before the Court- the full delibera¬ 
tion of the Commission with respect to the report. 

Mr. Harrison: I can only do one thing at a time, 
Tour Honor, and this is the next one in order. I 
am coming to that document next, so I don’t under¬ 
stand the objection. There is only at this time one 
paragraph that I care to call to the Court's [493] 
attention, may it please the Court, and that is at 
page 23 of the report. 

But before I do that, may it please the Court, 
I will offer in evidence the document that counsel 
was concerned about. 

We now offer in evidence Document 2-F-33, the 
minutes of the regular meeting of the Maritime 
Commission on April 5, 1938. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 75. 

(The Maritime Commission’s minutes of 
April 5, 1938, heretofore identified as Docu¬ 
ment 2-P-33, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
75.) 

Mr. Harrison: And I now offer in evidence the 
minutes of the same Commission for a special meet¬ 
ing of April 5, 1938, being Document 2-F-34, at¬ 
tached to the stipulation, and ask that it be marked 
Plaintiffs’ next exhibit in order. 
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The Deputy Clerk: Plaintiffs’ Exhibit No. 76. 

(The Maritime Commission’s minutes of 
April 5, 1938, heretofore referred to as Docu¬ 
ment No. 2-F-34, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
76.) 

« • • • • 

Mr. Harrison: I am turning, may it please [495] 
the Court, now, to the minutes of April 5, 1938, of 
the meeting of the Maritime Commission: 

“Messrs. Aulsbrook, Wilcox, Houlihan, Lawrence, 
Haag, Dunne, Slacks, Radner, Goertner, and Page 
entered the meeting at 10:55 A.M. 

“There was presented a memorandum, dated 
April 5, 1938, from the Long-Range Subsidy Com¬ 
mittee with reference to the Dollar Steamship Lines 
Inc., Ltd. There was also presented a report, dated 
April 2, 1938, from the Director, Division of Fi¬ 
nance, and the Director, Division of Operations 
and Traffic, to the Long-Range Subsidy Committee 
on the same subject. 

“Mr. Radner amplified in some detail the recom¬ 
mendations of the Long-Range Subsidy Committee 
and emphasized the fact that the continuation of 
the Company depended upon its being supplied with 
$3,000,000 to take care of necessary repairs to 
vessels and additional working capital, and that 
failure to obtain this sum would eventuate in bank¬ 
ruptcy proceedings or a 77-B reorganization, in 
which case there was small likelihood of the [496] 
service being maintained. 
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Certain alternatives to the proposal that the Dol¬ 
lar Steamship Lines Inc., Ltd., obtain a loan from 
the Reconstruction Finance Corporation were sug¬ 
gested. After further discussion, the Commission 
agreed to adjourn and resume discussion at an 
afternoon meeting. 7 ’ And continuing with the spec¬ 
ial meeting of April 5, 1938: 


[The minutes of the afternoon meeting, 
Plaintiffs’ Exhibit 76, read as follows omitting 
formal recitals:] 

* * * * * 

The Commission resumed discussion of the follow¬ 
ing memorandum dated April 5, 1938, submitted by 
the Long Range Subsidy Committee, and the follow¬ 
ing report dated April 2, 1938, from the Director of 
the Division of Finance and the Director of the Divi¬ 
sion of Operations and Traffic, on the Dollar Steam¬ 
ship Lines Inc., Ltd.: 

6i Subject: Dollar Steamship Lines, Inc. 

‘'After careful consideration this Committee con¬ 
curs with the recommendations of Messrs. Houlihan 
and Wilcox, dated April 2,1938, in regard to the Dol¬ 
lar Steamship Lines, Inc., as modified by their sup¬ 
plementary recommendations concerning changes in 
the executive personnel of that Company. 

"In addition to these matters, we have discussed 
with Messrs. Houlihan and Wilcox certain other 
phases of the proposed revisions to the plan of reor¬ 
ganization which they have previously considered, 
but not as yet fully developed and explored. It is 


760 


R. Stnvlrjr Dollar, rt al 


their opinion that by direct negotiations with R. 
Stanley Dollar in Washington further concessions 
might be obtained in regard to these points within 
the next few days. While we do not believe that any 
of these matters are vital, we feel that they are of 
sufficient importance to merit further consideration, 
and, accordingly, recommend that Messrs. Houlihan 
and Wilcox be authorized to continue negotiations in 
regard thereto. Illustrative of the items we have in 
mind are the following: 

“(1) The possibility of working out an arrange¬ 
ment whereby the voting control of the stock of the 
Dollar Steamship Lines, Inc. would be transferred to 
no min ees satisfactory to the Commission. 

“(2) A similar arrangement in connection with 
the stock of the American Mail Line or, in the alter¬ 
native, an option to acquire vessels of the American 
Mail Line for $500,000 each or such other sum as the 
Co mmi ssion may find reasonable. 

“(3) The conversion of $250,000 affiliated debt 
into stock, the indebtedness representing part of the 
$500,000 of new capital recently invested in the Com¬ 
pany. 

“This Committee further recommends that Messrs. 
Houlihan and Wilcox be directed to take all steps 
which in their opinion may be necessary or proper to 
perfect and work out the revised plan of reorganiza¬ 
tion above referred to, including arrangements for 
aid from the R.F.C., the development of a replace¬ 
ment program and a long range subsidy program 
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“A more comprehensive statement will be made 

verbally in connection with this Committee’s report. 

LONG RANGE SUBSIDY 
COMMITTEE 

By /s/ WILLIAM RADNER 

/s/ H. L. VICKERY 
/s/ D. E. LAWRENCE 
/s/ ALFRED H. HAAG 
/s/ JAY DUNNE 


“United States Maritime Commission 

San Francisco, Calif. 

April 2, 1938 

“To: Long-Range Subsidy Committee 
From: Director, Division of Finance 

Director, Division of Operations and Traffic 
Subject: Dollar Steamship Lines Inc., Ltd. 

“Our analysis of the Dollar Steamship Lines Inc., 
Ltd., as supported by the attachments, indicates that 
the following actions must be taken immediately if 
the line is to continue in operation: 

1. Release $597,000.00 excess Hoover insurance 
money. 

2. United States Maritime Commission to advance 
moneys for repairs for 12 ships estimated at $1,500,- 
000.00 secured by a blanket mortgage on the ‘535’s’ 
and ‘ 502’s.’ 


3. Obtain a loan from the R.F.C. for $1,500,000.00, 
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secured by a second mortgage on the S.S. President 
Coolidge. 

4. Increase differential subsidy percentages on 
basis of latest information. If possible, this should be 
made retroactive to the beginning of the contract. 

“In our opinion, the conditions mentioned above 
are the minimum requirements in order to keep the 
present company going. We would mention that, 
strictly on a business, financial or economic basis, the 
company is at present too far gone to make any at¬ 
tempt to salvage it solely on these grounds. However, 
there are other considerations involved, which far 
transcend ordinary business, financial or economic 
reasons. They are: 

“A. The continuance of an American flag service 
in the Trans-Pacific. We can see no hope for the con¬ 
tinued operation of the line under Section 77b. It is 
obvious that if the company goes under 77b, it will 
be purely a matter of liquidation and not of continued 
operation. 

“B. American flag services on the West Coast of 
the United States have decreased by the withdrawal 
of the States Steamship Company, Oceanic & Orien¬ 
tal Line, Tacoma Oriental Line and Pacific Steam¬ 
ship Company and, in recent months, by the with¬ 
drawal of the Panama Pacific, Grace Line and United 
Fruit Company. 

“C. If the Dollar Line, which is the only Ameri¬ 
can flag service Trans-Pacific, ceases to operate, 
about twenty-five foreign lines, which are now oper¬ 
ating Trans-Pacific, will absorb the trade to such a 
point that it will take years of effort and consider- 
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able money to redevelop an American flag route in 
this trade. While we do not have the figures before 
us, we know that it cost the United States Govern¬ 
ment millions of dollars to develop each trade route, 
and it seems reasonable to presume that, were we to 
attempt to penetrate the Orient after stopping for a 
period of several years, it would cost many millions 
of dollars. 

“D. The Dollar Line is a vital factor in American 
Pacific Coast business. Below are given a few statis¬ 
tics to illustrate what this line means. On a twelve- 
ship program, the annual expenditures run approxi¬ 
mately as follows: 

(a) They employ approximately 2,500 officers and 
men aboard ships, whose compensation is approxi¬ 
mately $2,700,000.00 per year. 

(b) They have approximately 600 shore em¬ 
ployees, whose total wages are about $835,000.00 per 
year. 

(c) They purchase approximately $800,000.00 
worth of stores, supplies and equipment per year. 

(d) Their repairs amount to over $1,000,000.00 per 
year. 

“We repeat, it should be thoroughly understood 
that, were the company to get the additional financ¬ 
ing mentioned above, it would not put the company 
in a strong position, but would merely put them in a 
position where they could carry on with a reasonable 
chance of liquidating a substantial part of their 
heavy indebtedness within five years, barring any 
serious operating contingencies, such as strikes or 
unforseen catastrophes. The benefit of this continua- 
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tion is one that cannot be measured at this time in 
dollars and cents, but it would keep the line going 
until new ships could be built and placed in service. 
We want it distinctly understood that, as far as we 

can see at this time, there is not even a remote possi¬ 
bility of a replacement, under Title V, coming out of 
the present picture. 

‘‘The Commission is confronted with making a 
very serious decision. It shall be either going through 
with the program suggested above, or abandoning, 
for the present time, the American flag service on the 
Trans-Pacific route until extensive redevelopment of 
a permanent service can be started. We want to em¬ 
phasize that anything less than the suggested pro¬ 
gram is temporizing with a situation which, under a 
modified plan, will sooner or later fall of its own 
weight and be in its present condition again. 

“If the present Dollar Company goes into 77b and 
liquidates, there are the following alternatives for 
keeping the American flag in the Trans-Pacific Serv¬ 
ice: 

1. Transfer the three Panama Pacific ships and 
some other vessel to this service. 

2. Assuming the three Panama Pacific ships go 
into the South American service, use the four Mun¬ 
son ships Trans-Pacific. 

3. Operate the Dollar ships under a Managing- 
Operators Agreement. 

4. Continue the suspension of the service until 
new vessels are built. 

“If any one of the above first three alternatives 
could be effected, there would be a gap of several 
months between the time of cessation of the Dollar 
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service (and the beginning of its liquidation) and the 
commencement of service under any one of the alter¬ 
native plans, which, incidentally, provide direct or 
indirect government operation. 

“If the Munson experience is any criterion, we 
would probably not be able to secure either the Mun¬ 
son or the Dollar ships within a period of several 
months, and even then we would only be re-establish¬ 
ing the Trans-Pacific service under a makeshift ar¬ 
rangement. Any of these plans would only be tem¬ 
porary, would cost us a considerable sum of money, 
and would eventually require the Government to 
build ships either for its own operation or for dispo¬ 
sition under Title VII. 

“If we can secure the $3,000,000.00 and release the 
excess S.S. President Hoover insurance money, then 
it would appear that the Dollar Company will be in 
a position to operate for the next five years, provided 
they have careful management and provided that 
there are no unusual operating contingencies, such as 
strikes, major catastrophes, etc. At the end of the 
five-year period, the line can normally be expected 
to be able to use the money, which it had been using 
to amortize its old debt, for investment in new ton¬ 
nage. In the meantime, it appears to us that the fol¬ 
lowing steps should be carried out: 

1. Refinancing, as above indicated. 

2. Negotiation of a five-year subsidy contract. 

3. Consideration of starting new construction un¬ 
der Title VII: 

(a) Three new ‘Coolidges 7 for Trans-Pacific. 

(b) Six or seven cargo ships for Round-the- 

World Service. 
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“We reiterate that discussion of any other action 
less drastic is not only academic, but absolutely use¬ 
less, and that any less effective plan is unworkable 
and that the line cannot continue unless the refinanc¬ 
ing, as indicated at the beginning of this report, is 
consummated promptly. 

Yours very truly, 

/s/ D. F. HOULIHAN 
Director of Finance 

/s/ M. L. WILCOX 

Director of Operations & 
Traffic.” 

The attachments referred to in the foregoing re¬ 
port from the Director, Division of Finance, and the 
Director, Division of Operations & Traffic, are in the 
files of the Secretary. 

The Acting General Counsel stated that in his 
opinion the legal right of the Commission to reverse 
its action of February 11, 1938, applying the insur¬ 
ance payments on the S.S. President Hoover to liqui¬ 
dation of past due mortgage indebtedness on the 
S.S. President Coolidge and interest on said indebt¬ 
edness, was very dubious and that he could not ap¬ 
prove such action. He stated further that the Com¬ 
mission had the authority to advance additional 
funds to pay for repairs on various Dollar Line ves¬ 
sels on which the Commission held mortgages, in 
order to protect the interests of the Government, 
such advances to be secured by blanket mortgages on 
all vessels to be repaired. 
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Messrs. Houlihan and Wilcox requested the Com¬ 
mission to adopt all the recommendations found at 
the conclusion of the foregoing report, pointing out 
that in their opinion a partial approval of the pro¬ 
posed plan would fail to secure the desired results 
and would in fact nullify the effect of the plan. 

After further extended discussion, the Commis¬ 
sion, by the “yea” vote of Chairman Land and Com¬ 
missioners Truitt, Wiley, and Woodward, Commis¬ 
sioner Moran voting “ney,” approved the recommen¬ 
dations set forth in the foregoing report submitted by 
Messrs. Houlihan and Wilcox, and directed that a 
resolution be drafted for introduction in Congress, 
under the terms of which the Commission would be 
authorized to advance the necessary working capital 
to the Dollar Steamship Lines Inc., Ltd. 

In taking the foregoing action, statements were 
made by the Chairman and the Commissioners to the 
effect that the Commission’s action in no way con¬ 
travened or modified the commitments of the Com¬ 
mission on which the execution of the presently effec¬ 
tive operating-differential subsidy agreement with 
the Dollar Steamship Lines Inc., Ltd., dated January 
25,1938, was based, and that any commitments previ¬ 
ously made by the Commission remain in full force 
and effect. 

The proper officers of the Commission were author¬ 
ized and directed to take any and all actions neces¬ 
sary and proper to carry the action of the Commis¬ 
sion as above set forth fully into effect. 
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* * * * * 

Mr. Harrison: We would like to call Mr. Dollar 
to the stand. [506] 

The Court: Very well. 

Thereupon, 

R. STANLEY DOLLAR 
was called to the stand as a witness in his own 
behalf and, having been first duly sworn, was ex¬ 
amined and testified as follows: 

Direct Examination 
By Mr. Harrison: 

Q. State your name, please, Mr. Dollar. 

A. R. Stanley Dollar. 

* 

Q. Where do you reside, Mr. Dollar? 

A. Walnut Creek, California. 

Q. What is your occupation? 

A. President of the Robert Dollar Company. 

Q. And what business is that company engaged 
in? A. Shipping and lumber. 

Q. Now, will you understand, Mr. Dollar, that 
in your testimony when we refer to Dollar of Del¬ 
aware, we mean Dollar Steamship Lines, Inc., Ltd. ? 

A. Yes, sir. [507] 

Q. Were you an officer at one time of Dollar of 
Delaware? A. Yes, sir. 

Q. What office did you hold ? A. President. 

Q. During what period did you hold that office? 

A. From 1929 when the corporation was formed 
until 1938. 

Q. And were you a director of the company at 
that time also? A. Yes, sir. 

Q. And a stockholder? 
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A. Dollar of Delaware all the time. 

Mr. Harrison: For the purpose of facilitating 
the answers, if the Court please, I have some docu¬ 
ments and may I ask the Clerk to mark them for 
identification. 

First I have a letter of August 28,1937, addressed 
to Mr. Stanley Dollar, signed “Dave.” May I ask 
the letter be marked a number, and that the attach¬ 
ments be marked serially subnumbers of some kind? 

The Court: Well, we will have the exhibit 
marked a number and the attachments marked alpha¬ 
betically, A, B, C and so on. 

Mr. Harrison: Thank you. 

(Letter referred to, with its attachments, was 
marked Plaintiffs ’ Exhibit Nos. 77, 77-A, 
77-B, 77-C and 77-D for identification.) [508] 

Mr. Harrison: May it please the Court, may I 
save time by asking also that a letter addressed “Mr. 
C. King,” signed “J. D. Hopkins,” dated August 
27, 1937, with three enclosures, be marked in the 
same manner as the next exhibit for identification. 

The Court: Yes. 

The Deputy Clerk: This other one is Plaintiffs’ 
Exhibit No. 77, 77-A, 77-B, 77-C, and 77-D for iden¬ 
tification. 

The one which you have just handed me will be 
Plaintiffs’ Exhibit No. 78, 78, 78-A, 78-B, 78-C, and 
78-D for identification. 

(Letter, dated 8-27-37, Hopkins to King, with 
its attachments, was marked Plaintiff’s Exhibit 
78, 78-A, 78-B, 78-C and 78-D for identification.) 
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By Mr. Harrison: 

Q. Mr. Dollar, do you recall the plan of reorgani¬ 
zation which has been referred to in this testimony 
as the Dunne-Radner plan of reorganization? 

A. Yes, sir. 

Q. I refresh your recollection by calling your 
attention to the minutes of the Maritime Commis¬ 
sion in evidence here for August 26 and August 27, 
1937, consisting of action upon that plan. 

Do you recall those dates in your mind? 

A. Yes, sir. 

Q. I show you now a document which is [509] 
marked Plaintiffs 7 Exhibit No. 77 for identification, 
being a letter of August 28, addressed to you, signed 
“Dave” and I will ask you if you recognize the 
letter? A. Yes, sir. 

Q. And referring to the attachments to that let¬ 
ter which are respectively marked—Well, I will ask 
you to look at “A” first, Mr. Dollar. 

Do you recollect that memorandum? 

Mr. Siegel: You mean what, for the record when 
you say that, Mr. Harrison? 

Mr. Harrison: The attachment “A.” 

Mr. Siegel: Is it separately marked? 

Mr. Harrison: Yes. 

No, I am sorry. I am a little confused myself 
for the moment. 

By Mr. Harrison: 

Q. Mr. Dollar, showing you the document 
marked as Plaintiffs’ Exhibit No. 77-A for identifi¬ 
cation, I will ask you if you recognize that docu¬ 
ment? A. Yes, sir. 

Q. Pointing out to you the fact that that is the 
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exhibit entitled “Plan of Reorganization,” Mr. Dol¬ 
lar, will you state where you received that docu¬ 
ment? A. Mr. Dunne, Mr. Lawrence and Mr. 
Radner. 

Q. And when did you receive it, Mr. Dollar? 

A. About in August, the latter part of August. 
[510] 

Mr. Siegel: August of when, Mr. Dollar? 

The Witness: August of ’47. 

By Mr. Harrison: 

Q. You don’t mean August of ’47, do you? 

The Court: It should be August of ’37. 

The Witness: August of ’37. Pardon me. 

By Mr. Harrison: 

Q. Did you have a meeting with Messrs. Dunne, 
Lawrence and Radner in that month concerning the 
plan of reorganization which you have there, Mr. 
Dollar? A. Yes, sir. 

Q. And was that on or about the twenty-sixth or 
twenty-seventh of August at the time the Commis¬ 
sion acted on the plan? A. Yes, sir. 

Q. And whose notes are those that appear upon 
the face of that document? 

A. Those are my notes. 

Q. And whose notes, if any— 

Mr. Siegel: You mean that document 77-A for 
identification, Mr. Harrison? 

Mr. Harrison: I am still talking about 77-A for 
identification until I designate another, counsel. 

By Mr. Harrison: 

Q. And pointing out to you, Mr. Dollar, [511] 
a pencilled memorandum attached to 77-A for iden- 
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tification, do you know whose handwriting that is 
in? A. That is in my handwriting. 

Mr. Siegel: I don't like to interrupt, but is it 
marked separately so that I can identify it, Mr. 
Harrison? 

Mr. Harrison: Perhaps, if your Honor please, if 
you are going to hold a recess, I can straighten this 
out with counsel and get these exhibits in order at 
that time. 

The Court: We will recess until five minutes past 
three o'clock, then. 

(There was a brief, informal recess at the 
conclusion of which the proceedings were re¬ 
sumed as follows:) 

By Mr. Harrison: [512] 

Q. Mr. Dollar, you referred to a conference you 
had in August of 1937 with Mr. Dunne, Mr. Radner, 
and Mr. Lawrence. I now show you again Exhibit 77 
for the plaintiff, it being a letter dated August 28, 
1937. Do you recognize that letter, Mr. Dollar? 

A. Yes, sir. 

Q. Now, will you turn the letter, please, and 
refer to the document marked in this case as Plain¬ 
tiffs'Exhibit 77-E? A. Yes, sir. 

Q. In whose handwriting is that memorandum? 

A. That is in my handwriting. 

Q. Now, I refer you to Plaintiffs'— 

Mr. Siegel: That was 77-B? 

Mr. Harrison: 77-E. 

By Mr. Harrison: 

Q. I now refer you to Plaintiffs' Exhibit 77-A, 
and I will ask you if you recognize that document? 
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A. Yes, sir. 

Q. In whose handwriting are those notes appear¬ 
ing thereon? A. They are in my handwriting. 

Q. Will you state whether that document, Ex¬ 
hibit 77-A, was delivered to you at that meeting, 
which you have described, with Messrs. Radner, 
Dunne, and Lawrence? A. Yes, sir. [513] 

Q. In the course of that meeting, did you discuss 
the terms of that document, 77-A, entitled “The 
Plan of Reorganization?” A. Yes, sir. 

Q. Did you discuss with those gentlemen changes 
in that plan? A. Yes, sir. 

Q. Now, I will ask you to refer to the document 
attached to 77-A for the plaintiff and designated as 
77-D. I will ask you where you procured that docu¬ 
ment? A. From the same committee. 

Q. Calling your attention to a pencil memo¬ 
randum on that document, in whose handwriting are 
those notes? A. I do not know whose hand¬ 
writing that is. 

Q. Were notes made at the time that conference 
was in progress? A. Yes, sir. 

Q. Did you discuss with the committee changes 
in the form of application letter? A. Yes, sir. 

Q. In the course of that conference, was a re¬ 
vamped or amended letter prepared ? A. Yes, 
sir. 

Q. I show you a document for the plaintiff, 77-B, 
and I will ask you if that is the amended form of 
application? A. That is the amended [514] 
form. 

Q. Mr. Dollar, I show you another document, 
marked for identification as Plaintiff’s Exhibit 78, 
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and I will ask you if you recognize that document? 

A. Yes, sir. 

Q. Will you also look at document 78-A attached 
thereto, entitled “Plan of Reorganization?’ 7 Will 
you state where you procured that document? 

A. From the committee. 

Q. In the same conference ? A. In the 
same conference. 

Q. Is that the amended plan of reorganization 
that was prepared after your discussions? 

A. Yes, sir. 

Q. Who prepared the amended form? 

A. 1 think it was Mr. Lawrence. 

Mr. Harrison: I wish now, if your Honor please, 
to offer these documents in evidence in accordance 
with the numbers by which they have been identi¬ 
fied. 

Mr. Siegel: No objection. 

(Plaintiffs’ Exhibits 77 and 78 for identifica¬ 
tion were received in evidence.) 

By Mr. Harrison: 

Q. The evidence in this case shows that the 
United States Maritime Commission held a [515] 
meeting on October 8, 1937, in the course of which 
a resolution was adopted offsetting some million and 
thirty thousand and upward of mail pay against 
indebtedness owing to the United States by Dollar 
of Delaware. Do you recall that action? 

A. Yes, sir. 

Q. When did you first hear of that action, Mr. 
Dollar? A. On the day they offset. 
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Q. How did you hear it? A. Mr. Hopkins 
called me on the telephone from Washington. 

Q. Mr. Hopkins was the representative of the 
Robert Dollar Company at that time in Washing¬ 
ton? A. Yes, sir. 

Q. What did you do after you received the in¬ 
formation? A. Well, I was, of course, 

stunned at hearing of the offset, because I had never 
heard of them contemplating offsetting, and I talked 
with some of the creditors about it—the trade credi¬ 
tors—and I immediately got on the plane and came 
back to Washington. 

Q. Can you recall how soon after October 8 you 
left for Washington? A. I left the next day. 

Q. Did you arrive shortly thereafter? 

A. Yes, I left—I arrived here. 

The Court: By way of reorienting the [516] 
Court, please—and my question is directed as a 
result of what Mr. Dollar has said about trade 
creditors—this was after the suggestion was made 
that the trade creditors take 20 per cent? 

Mr. Harrison: No, your Honor, not yet; that 
comes just next. 

By Mr. Harrison: 

Q. Well, you arrived in Washington approxi¬ 
mately the tenth of October? A. Yes, sir. 

Q. Thereafter did you have a conference with 
the representatives of the United States Maritime 
Commission concerning a plan of reorganization, 
and do you recall who those representatives of the 
Commission were? A. Yes, sir, I did: Auls- 
brook, Goertner, and Lawrence. 

Q. Messrs. Goertner and Aulsbrook were on the 
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legal staff of the Commission at that time, were 
they? A. Yes. 

Q. Mr. Lawrence was chief of the Examining 
Section? A. Yes, sir. 

Q. It appears in the minutes of the Maritime 
Commission for October 22, 1937, in evidence here, 
that Mr. J. Dunne reported to the Commission that 
representatives of the Dollar of Delaware had re¬ 
quested permission to propose a new plan. Did you 
do so, Mr. Dollar? A. I didn't get the [517] 
question. 

(The last question was read by the court re¬ 
porter.) 

The Witness: Yes, sir. 

By Mr. Harrison: 

Q. At that time did you have any discussion 
with representatives of the Commission concerning 
the effect of the offset upon the company’s situa¬ 
tion? A. Yes, sir. 

Q. What did you state? A. I told them 
that it placed us in a very embarrassing position, 
because the trade creditors had really depended on 
this money for their payment of their bills. 

Q. Did you make any proposal to the representa¬ 
tives of the Commission to take care of the trade 
creditors? A. Yes, sir. 

Q. Would you state what you proposed in that 
regard? A. Well, I proposed that we contact 
the creditors to see if they would not go along on a 
plan where they would accept so much cash, so much 
in debentures, and so much preferred stock. While 
I knew it would be difficult, yet I felt that some¬ 
thing might be worked out. The trade creditors had 
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always been very favorable, they had received busi¬ 
ness from us, and we had given them considerable 
business, and as we expanded, a great many of them 
expanded their business with us. Consequently they 
were—I felt that I could do something with them, 
unless they got to a point where they could [518] 
not extend any further credit to us or accept these 
debentures and stock. 

Q. Did you talk with any representatives [519] 
of the Commission concerning the need of operating 
capital at the time? A. Yes, sir, I did. 

Q. What was done upon that subject? 

A. Well, I told them that we would have to have 
operating capital; that there was no use of asking 
the creditors to go along unless we had some plan 
for operating capital. 

Q. Was there any discussion concerning the 
source from which you might obtain that capital? 

A. Yes, sir. They suggested—the committee 
suggested—that they apply to the RFC for us, for 
that loan. 

Q. Was there any discussion concerning the 
amount of the loan? A. Five hundred thous¬ 
and dollars. 

Q. Now, did you have any discussion with the 
committee concerning the effective date of the 
Safety at Sea Regulations? A. Yes, sir. 

Q. Will you state what the discussion on that 
subject was, Mr. Dollar? A. Well, the Safety 
at Sea Regulations were coming into—were just 
about to be in effect, and I told them that we would 
require money to repair the ships or make better¬ 
ments and alter whatever was necessary to be [520] 
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done, so that they could classify under the Safety at 
Sea Regulations. 

Q. Was there any discussion as to the amount 
that would be required for that purpose, Mr. Dol¬ 
lar? A. Yes, sir. 

Q. What was the amount discussed? 

A. We discussed a million dollars. 

Q. Did you have a conversation with the com¬ 
mittee concerning the effect of your inability to 
secure a loan for betterments and alterations? 

A. Yes, I told them that I didn't think we could 
arrange it. They thought, they told us, that the 
Maritime Commission would take care of it. 

Q. Mr. Dollar, what was the effect of the Safety 
at Sea Regulations on the operations of the company 
in respect to the ability of the company to carry on 
without making these changes? A. Well, we 
couldn’t. If they wouldn’t clear the ships, we 
couldn’t move. We were tied up in the port, and 
we couldn’t move until we had complied with those 
Safety at Sea Regulations. 

Mr. Siegel: May I ask, Mr. Harrison, by “they,” 
whom does the witness mean? 

By Mr. Harrison : 

Q. Mr. Dollar, Mr. Siegel said that you used the 
word “they.” It was not clear to him. Could you 
clarify your answer, please? A. That was the 
committee that we were talking with. 

By the Court: 

Q. Mr. Goertner, Mr. Lawrence, and Mr. Dunne? 

A. Yes, sir—Mr. Aulsbrook, Mr. Goertner, and 
Mr. Lawrence. 
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By Mr. Harrison: 

Q. Was this subject of the Safety at Sea Regu¬ 
lations and changes and alterations in the ships dis¬ 
cussed as a part of this plan of reorganization? 

A. Yes, sir. 

Q. In what respect did that become a necessary 
part of the plan of reorganization? A. Well, 
I told them that it would be necessary for us to 
arrange that before we spoke to the trade credi¬ 
tors. 

The Court: Now, this is the new plan—Mr. 
Dollar’s plan of reorganization? 

Mr. Harrison: That is right. It later was called 
the Aulsbrook-Goertner plan, but that was later on, 
after October 22, your Honor. 

By Mr. Harrison: 

Q. Calling your attention, Mr. Dollar, to the 
fact that there was a meeting of the United States 
Maritime Commission on October 22, which is in 
evidence here, at which time the Commission [522] 
took action on this proposal, I will ask you if you can 
recall when you left Washington with reference to 
that meeting? A. I left that day. 

Q. Now, after that meeting of the Maritime Com¬ 
mission on October 22, did representatives of the 
Commission go to San Francisco? A. Yes, 
sir. 

Q. Who were they? A. Mr. Aulsbrook, 
Mr. Goertner, and Mr. Lawrence. 

Q. When did they leave for San Francisco? 

A. They left the same day I did. 

Q. Did any of the representatives of the Com¬ 
mission who went to San Francisco inform you of 
what action was taken by the Commission on the 
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twenty-second? A. They told me they had 
approved a million dollars for the Safety at Sea 
Regulations and cleared it for me. 

Q. Now, do you recall how long Messrs. Auls- 
brook, Goertner and Lawrence were in San Fran¬ 
cisco on that trip? A. Oh, they were there 
several weeks. 

Q. In the course of those several weeks, did you 
have a series of discussions with them? 

A. Daily. 

Q. Mr. Dollar, I call your attention to the min¬ 
utes of the Maritime Commission for December 8, 
1937, particularly to a teletype message dated [523] 
October 29, 1937, addressed to Joseph P. Kennedy, 
Chairman; Max O. Truitt, General Counsel; D. F. 
Houlihan, Director, Finance Division, and J. Dunne, 
Special Assistant to the Chairman, and signed, 
“Lawrence, Goertner, Aulsbrook, Laughlin.” I will 
ask you to look at that and see if you recognize that 
teletype? A. Yes, sir. 

Q. Did you receive a copy of that, Mr. Dollar? 

A. Yes, sir. 

Q. When? A. On that date. 

Q. October 29, 1937? A. Yes, sir. 

Q. Calling your attention, Mr. Dollar, to a pro¬ 
vision in that letter referring to a requirement that 
the bank agree to reduce the rate of interest charged 
and to surrender approximately a million dollars 
in indebtedness and take shares of stock, did you 
proceed to discuss with the bank their willingness 
to accede to that proposal? A. Yes, sir. 

Q. Did they so agree? A. After negotia¬ 
tions, they agreed. 
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Q. Referring now, to the requirement in that 
letter that all intercompany debtors take preferred 
stock on the basis set forth therein, did you take 
that matter up with the various companies in which 
[524] you were a stockholder ? A. I did. 

Q. Did they all agree? A. I got them to 
agree to it. 

Q. Calling your attention to the further re¬ 
quirement concerning trade creditors with claims, 
excluding those with claims less than $2000, inter¬ 
line accounts, and the proposed agreement on their 
part to release their debts for 20 per cent in cash, 
20 per cent in debentures, and 60 per cent in pre¬ 
ferred stock, did you present that on behalf of the 
company to the various creditors? A. Yes, I 
did. 

Q. Did you secure the agreement of 90 per cent 
of the creditors? A. I secured—Yes, sir, I 
did. 

Q. Now, calling your attention to the December 
8th minutes, to which I have just referred, I will 
ask you to refer to two letters, copies of which 
appear there, both dated November 24, 1937, ad¬ 
dressed to you as president of Dollar of Delaware, 
and one dated the twenty-sixth of the same month, 
from you, as president of Dollar of Delaware, to 
Messrs. Goertner, Aulsbrook, and Lawrence. Did 
you review that correspondence before taking the 
stand today, Mr. Dollar? A. Yes, sir. 

Q. Do those letters fairly represent the discus¬ 
sions and negotiations held in San Francisco [525] 
with those three gentlemen and yourself? 

A. Yes, sir. 
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Q. Mr. Dollar, there is in evidence a letter here 
from the Maritime Commission addressed to you as 
president of Dollar of Delaware, dated December 
9, 1937. Do you recall having received that letter? 

A. What was the date? 

Q. December 9, 1937. A. Yes, sir. 

Q. I show you a document which is Plaintiffs’ 
Exhibit 46, in evidence here, purporting to be a copy 
of a reply which you made to the United States 
Maritime Commission, do you recall having writ¬ 
ten the original of that letter and sent it to the Com¬ 
mission? A. Yes, sir. 

Q. I call your attention particularly to that 
portion of the first page of the letter reading as fol¬ 
lows: 

“Before discussing this among themselves, your 
Commission has apparently overlooked the recom¬ 
mendation—and an essential one—found in the com¬ 
munication of October 29 from your representatives 
to the Commission in paragraph 4(c) thereof, which 
reads: 

“ ‘To make available, if necessary, approximately 
one million dollars on blanket preferred mortgage 
entire fleet except Johnson and Fillmore, for [526] 
following: First, safety-at-sea repairs and improve¬ 
ments ; second, repairs necessary to retain classifica¬ 
tion; third, improvement crews’ quarters to extent 
required by Commission. Repayment this one mil¬ 
lion dollar advance to be made prior to any prorate 
payment on other mortgages and bank debt.’ ” 

Continuing your letter: 

“Considering, as we do, that this has been over¬ 
looked, and as it covers most essential matters, we 
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deem you will desire to advise us that it was your 
intention to incorporate this provision among those 
things which the Maritime Commission would un¬ 
dertake to do in connection with the grant of the 
subsidy.” 

Did you ever receive any reply to that state¬ 
ment? A. No, sir. 

Q. Calling your attention to a telephone conver¬ 
sation which occurred on December 22, 1937, be¬ 
tween you and Mr. Sheehan, executive assistant to 
the Commission, do you recall that conversation, 
Mr. Dollar? A. Yes, sir. 

Q. I call your attention to the last sentence of 
Mr. Sheehan’s statement to you at that time, as fol¬ 
lows: 

“The Commission considers it essential to have 
major changes in management. Last, it suggests 
that your company undertake to open negotiations 
looking toward the sale to the person who will [527] 
give you the best price for it.” 

Do you recall that statement? A. Yes, sir. 

Q. What, if anything, did you do after that in 
response to that statement? A. I immediately 
called up Mr. William P. Roth, who is president of 
the Matson Navigation Company, and I went over 
to see him and asked him if he would be interested 
in buying some of our ships. 

I quoted—I offered him the Coolidge and four 
535’s. I priced them for him, and he sent his audi¬ 
tors over to our office, and they went into all of 
our accounts, our operating costs, and our revenues, 
.and so forth; and I called him and asked him if he 
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was sincerely interested in the purchase of those 
ships, and he said he was, but he would first have 
to find out from the Maritime Commission whether 
he would be able to get a subsidy, and he said he 
would take that matter up with them. 

I called him later, and he stated that he had taken 
it up, and that they told him that they couldn't guar¬ 
antee him anv subsidv, and he told me that he 
couldn’t buy the boats unless he could get a sub¬ 
sidv. 

•> 

• * * * * 

R. STANLEY DOLLAR 
returned to the stand and was examined and [531] 
testified further as follows: 

Direct Examination 
By Mr. Harrison: 

Q. Mr. Dollar, may I refer you again to the 
conversation, by telephone, on December 22, 1937, 
between you and Mr. Sheehan, and particularly to 
the statement made by him appearing in the evi¬ 
dence here, “The operation of the Dollar Steam¬ 
ship Lines is not considered satisfactory.” 

I will ask you, Mr. Dollar, whether anyone speak¬ 
ing on behalf of the Commission had ever made 
that statement prior to that time? A. No, sir. 

Q. I call your attention to the further statement: 

“There is no long range building program, either 
contemplated or possible under the present struc¬ 
ture, which is all the more essential now, with the 
probable loss of the Hoover.” 

In any of your prior discussions with any repre¬ 
sentatives of the Commission, had there been [532] 
any long range building program proposed? 
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A. No, sir. 

Q. I call your attention to the further statement: 

“The Commission considers it essential to have 
major changes in management.” 

Had any proposal theretofore been made by any 
representative of the Commission to the effect that 
it was essential to have major changes in manage¬ 
ment? A. There was a suggestion of a com¬ 
mittee. 

Mr. Harrison (to the reporter): Will you read 
the question, please? 

The Reporter (reading): “Question: I call 
your attention to the further statement: 

“ ‘The Commission considers it essential to have 
major changes in management.’ 

“Had any proposal theretofore been made by 
any representative of the Commission to the effect 
that it was essential to have major changes in man¬ 
agement?” 

The Witness: No, sir. 

By Mr. Harrison: 

Q. I show you a document in evidence appearing 
at page 10 of the so-called first blue book, Mr. Dol¬ 
lar, consisting of a letter addressed to Mr. Joseph 
P. Kennedy, Chairman, United States Maritime 
Commission, January 7,1938.1 will ask you if [533] 
you recall that document. A. Yes, sir. 

Q. Did you sign that document as president of 
Dollar of Delaware? A. Yes, sir. 

Q: When? A. On January 7, 1938. 

Q. Was that document signed by you at a con¬ 
ference on that date? A. Yes, sir. 

Q. Will you state how that conference came to be 
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arranged? A. Mr. Reginald Laughlin called 
me on the telephone and told me that Mr. Kennedy, 
Chairman of the Maritime Commission, was in his 
office and requested that I come over to his office, 
and that Mr. Kennedy wanted to see me. 

I told him I would be very glad indeed to come 
over; that I would like to discuss our subsidy with 
him. And I called up some of our people, our 
freight traffic manager, Mr. Buckley; our passenger 
traffic manager, Mr. Hugh McKenzie; Mr. H. M. 
Lorber, our vice president; Charlie King, our vice 
president; and Robert Dollar, III, my nephew. 

Q. And did you go to Mr. Laughlin’s office. 

A. We went to Mr. Laughlin’s office. 

Q. And when you arrived, what occurred? 

A. Mr. Kennedy was there, and we were ushered 
into the room where Mr. Kennedy was sitting at a 
desk; and he [534] said to me, “Who are all these 
men?” 

And I said, “Why, these are our officials of our 
company, our department heads, and I thought 
probably you would like to talk with them and ask 
them any questions regarding our subsidy.” 

And he said, “I want to talk with you, and you 
alone.” 

So I asked the other gentlemen to leave the room 
and wait for me in the lobby. And I requested Mr. 
Kennedy, I said, “I would like Mr. H. M. Lorber to 
stay, and I would like my nephew, Mr. Robert Dol¬ 
lar, II, to stay.” 

He said, “That is all right.” 

Q. Who else was present at the meeting besides 
Mr. Kennedy and the gentlemen you have named? 
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A There was Mr. Max O’Rell Truitt. There was 
Mr. Aulsbrook. There was Mr. Laughlin. 

Q. And what conversation occurred? 

A. Well, Mr. Kennedy told me that we would 
have to raise $500,000, and have it in the bank by 
tomorrow morning, or there was nothing to talk 
about; that he would throw us into bankruptcy. 

Q. And what, if anything, did you say, Mr. 
Dollar? A. Well, I told him I thought I 
ought to telephone to the officials of the Anglo Bank, 
and I called up Mr. Mortimer Fleishhacker, the 
chairman of the board, and Mr. Herbert Fleisb- 
hacker, the president of the bank, and re- [535] 
quested they come over. 

Mr. Kennedy was in Mr. Laughlin’s office, and I 
would like to have them come over. 

They came over, and Mr. Kennedy told them 
exactly the same thing as he had told me. 

So we went to the other side of the room; I said, 
“Well we had better talk this thing over privately,” 
and we went to the other side of the room. And I 
asked the bank if they would be willing to advance 
the $500,000, so we could have it in the bank the 
next morning, and they said, no, they wouldn’t be 
willing to do that. 

I thought for a while and I said, “Well, I tell 
you, we will put up $250,000, if you will put up the 
other $250,000.” 

So they said, “Well, that is all right. That is 
agreeable to us. We will do so.” 

So we went back over to Mr. Kennedy and told 
him that we could arrange for the $500,000. And 
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he turned to Mr. Truitt, and the attorneys, and told 
them to— 

Q. Could you speak just a little louder, please? 

A. He turned to the lawyers and told them to 
draft a letter covering the situation. So they left 
the room, and in a few minutes they returned and 
said to me, “Have you any of your letterheads with 
you?” 

And I said, “No, we haven’t.” 

They said, “Would you send to your office and 
get some?” 

I said, “Yes, sir.” 

So we sent to our office and got some letterheads, 
and they typed this letter on our letterheads. 

Q. Now, while the counsel were drafting the 
document, did you have any further conversation 
with Mr. Kennedy? A. Yes, sir. I asked Mr. 
Kennedy if there was going to be any more de¬ 
mands on us, and he said, “No.” 

I said, “Will this qualify us for the subsidy?” 

He said, “Yes, it will; and I am going to give you 
a six months temporary subsidy, and I will give 
you a long range subsidy.” 

I said, “What will it be?—a 20-year subsidy?” 

And he said, “No, I can’t do that, but I will give 
you a 10-year subsidy.” 

Q. Now, did the attorneys complete the drafting 
of the letter at that meeting? A. Yes. 

I would like to say that I said to Mr. Kennedy, I 
said, “Have we had a meeting of the minds on this? 
Is this thing final?” 

And he said, “Yes, it is finaL” 
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Q. Was the drafting of the letter completed at 
that meeting? A. Yes, sir. [537] 

Q. By the way, did you read the letter before you 
signed it, Mr. Dollar? 

A. Yes; he handed me the letter and I read the 
letter and looked it over, and I noticed in the letter 
that he failed to mention about this million dollar 
safety-at-sea regulations, for the money that they 
were to advance on a loan for the safety-at-sea regu¬ 
lations. It was not in the letter. 

And I said to Mr. Kennedy, “I think this should 
be in the letter/’ 

Mr. Truitt spoke up and said, “Mr. Dollar, we 
are going to take care of that in another way.” 

And I said to Mr. Kennedy, “Do I understand 
that the Maritime Commission are going to loan us 
this money, and you are going to take care of it for 
us?” 

He said, “Yes, we are.” 

Q. Did you discuss this letter with any of your 
directors before you signed it, Mr. Dollar? 

A. No, sir. I told Mr. Kennedy that I felt that 
I should take the letter and have our attorneys go 
over it, and also consult with our directors, and 
some of our other associates in the matter. And he 
told me that he could not waste any more time on 
this matter, that he couldn’t spend any more time 
on it; that I would have to sign the letter imme¬ 
diately. 

Q. And did you sign the letter at that [538] 
time? A. I signed the letter. 

Q. Now, Mr. Dollar, do you recall a visit to the 
Pacific Coast of representatives of the Maritime 
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Commission in March of 1938? A. Yes, sir. 

Q. Who were the representatives that came to 
San Francisco in that month? A. There was 
Mr. Houlihan and Mr. Wilcox and Mr. Donald. 

Q. Mr. Houlihan was the Director of the Divi¬ 
sion of Finance of the Maritime Commission? 

A. Yes, sir. 

Q. Mr. Wilcox was the Director of the Division 
of Operations of the Commission? A. Yes, 
sir. 

Q. Now, do you remember approximately the 
time that they arrived in San Francisco ? 

A. At the end of March, I would say. 

Q. Approximately how long were they in San 
Francisco, Mr. Dollar? A. They were there a 
few weeks. 

Q. And do you recall approximately the date 
that they returned to Washington? A. They 
returned on April 2nd. 

Q. So that they had been there for several [539] 
weeks prior to that date? Is that correct? 

A. Yes, sir. 

Q. When they arrived there, and while they 
were there, did they conduct a survey and investiga¬ 
tion of the company’s books and operations? 

A. Yes, sir. 

Q. And will you state how that was conducted 
and to what extent you and the company facilitated 
that survey and investigation? A. Well, 

when Mr. Houlihan and Mr. Wilcox arrived, I 
offered them office space. I gave them our directors’ 
room, and I introduced them to our Mr. M. J. Buck- 
ley and Mr. Hugh McKenzie, who were our traffic 
people; and also to Mr. D. T. Buckley, our secretary 
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of our company; and also the comptroller of the 
company. And I told them that he was free to ask 
them any questions that he wanted to, and if he 
was not getting the information he wanted, to let 
me know and I would see that it was furnished. 

Q. By “he,” do you mean Mr. Houlihan? 

A. Yes, Mr. Houlihan. And I also told our 
officials that Mr. Houlihan was there, working on 
the subsidy agreement, and that I wanted to do 
everything that I possibly could to give them the 
information and give it to them promptly, and any 
figures that they wanted, or any estimates that they 
wanted, why to furnish them. [540] 

Q. Now, while Mr. Houlihan and Mr. Wilcox 
were in San Francisco, were there discussions that 
you had with them concerning stockholders’ reso¬ 
lutions and permit of the Corporation Commission 
of California, in connection with the issuance of 
shares of stock and debentures to trade creditors? 

A. Yes, sir. 

Q. Can you recall in substance what they asked 
you in that connection? 

The Court: Mr. Harrison, how important is this? 

Mr. Harrison: I want to show, if the Court 
please, leading up to the meeting in Washington, 
after the approval of the Wilcox-Houlihan plan, 
and after its approval by the Commission, that this 
company proceeded with the issuance of debentures 
and shares of stock to the creditors, in reliance on 
the assurance of the Commission and its representa¬ 
tives that the Wilcox-Houlihan plan had been ap¬ 
proved and would be carried out. 
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The Court (to counsel for defendants) : Will you 
stipulate as to that? 

Mr. Siegel: No, your Honor, not to this state¬ 
ment, no. 

The Court: All right. 

Mr. Harrison (to the reporter): Will you read 
the question, please? [541] 

The Court: We are now slowly progressing to¬ 
wards August 15, Mr. Harrison. 

Mr. Siegel: And he is putting in part of our 
case, your Honor, so that that may cut down the 
time. 

The Reporter (reading): “Question: Now, 
while Mr. Houlihan and Mr. Wilcox were in San 
Francisco, were there discussions that you had with 
them concerning stockholders’ resolutions and per¬ 
mit of the Corporation Commission of California, in 
connection with the issuance of shares of stock and 
debentures to trade creditors?” 

“Answer: Yes, sir. 

“Question: Can you recall in substance what 
they asked you in that connection?” 

The Witness: What is that? 

By Mr. Harrison: 

Q. Can you recall in substance what they stated 
to you in that connection? A. Oh, they 
wanted me to apply to the Corporation Commission 
for permission to issue the preferred stock for the 
creditors. And I didn’t feel that we should do that 
until such time as our subsidy agreement had been 
signed, because I felt that if we issued the debentures 
and the stock, it would take the creditors from a 
creditor position into a stockholder position, and 
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then if anything happened, they would have [542] 
lost their position and it would have been very un¬ 
fair to the creditors. And therefore I told them I 
didn’t feel that we should proceed with that matter 
until the subsidy agreement was signed. 

Q. In fact, at their request, Mr. Dollar, Dollar 
of Delaware did apply to the Commissioner of Cor¬ 
porations for that permit? Is that correct? 

A. Yes, sir. They did apply, but they explained 
to me that if we didn’t want to go ahead with it, 
why we didn’t have to. That didn’t compel us to 
issue the stock, because we had the permit. 

Q. Now, Mr. Dollar, before the departure of 
Messrs. Wilcox and Houlihan for Washington, was 
there a conference between the representatives of 
Dollar of Delaware and Messrs. Houlihan and Wil¬ 
cox? 

Was there a conference, before the departure of 
Messrs. Wilcox and Houlihan to Washington, did 
they have a conference with the representatives of 
the company? A. Yes, sir. 

Mr. Siegel: Mr. Harrison, will you be good 
enough to identify the representatives? 

Mr. Harrison: I was just going to. 

Mr. Siegel: I am sorry. 

By Mr. Harrison: 

Q. Will you state who was present? 

A. Mr. H. M. Lorber, Mr. Houlihan, Mr. [543] 
Wilcox, and myself. 

Q. At that time did Mr. Houlihan and Mr. Wil¬ 
cox present to you a copy of a report and recom¬ 
mendations? A. Yes, sir. 

Q. I show you a document which is marked as 
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Plaintiffs’ Exhibit 74, or a copy thereof, which, 
however, does not include a short report which is 
in evidence under that name, Mr. Siegel, and I will 
ask you if you can identify that as the report, or 
copy of a report, which Mr. Houlihan and Mr. 
Wilcox delivered to you at that meet? 

A. Yes, sir. 

Q. What, if any, discussion did you have at that, 
meeting concerning the report? A. Well, we 
went over the report, paragraph by paragraph, and 
we agreed or asked Mr. Houlihan if he would rec¬ 
ommend this to the Maritime Commission, and he 
said he would. And he said, “Would you recom¬ 
mend it to your people, to your board of directors?” 

And I said I would. 

Q. Now, at that conference, Mr. Dollar, was 
there any discussion concerning a management com¬ 
mittee for Dollar of Delaware? A. Yes; they 
thought a three-man committee should be formed; 
and I was to be one of these three, and the Mari¬ 
time Commission was to appoint the other two. [544] 
And one was to be a financial man and one was to 
be an operating man. 

Q. Did they ask you whether you would agree 
to that arrangement ? A. I told them I would 
agree to that arrangement. 

Q. After the departure of Messrs. Houlihan and 
Wilcox for Washington, did you have any further 
communication with Mr. Houlihan? A. Yes; 
Mr. Houlihan called me on the telephone I think on 
April 6. 
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Q. And what did he state to you? A. He 
told me that the plan had been submitted to the 
Maritime Commission, and they had approved the 
plan, and for me to come to Washington to close 
the deal, and work out all the details in connection 
with the plan. 

Q. Did you go to Washington?—and, if so, when, 
Mr. Dollar? A. I left the next day. 

Q. Approximately when did you arrive in Wash¬ 
ington? A. On the eleventh. 

Q. And between the eleventh and the twenty- 
second of April, did you have conferences from 
time to time with representatives of the Commis¬ 
sion? A. Daily. 

Q. And with whom did you confer as their rep¬ 
resentatives ? A. Mr. Houlihan and Mr. Wil¬ 
cox, mostly. [545] 

Q. I show you a copy of a memorandum which 
is marked 2-P-31, attached to the stipulation of facts 
in this case, headed “April 15, 1938,” on stationery 
of the United States Maritime Commission, and I 
will ask you if you recognize that document, Mr. 
Dollar. A. Yes, sir. 

Q. In w r hose handwriting is it ? A. That is 
in my handwriting. 

Q. When did you make it? A. On April 
15, 1938. 

Q. Refreshing your recollection from that memo¬ 
randum, Mr. Dollar, will you state whether you had 
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conferences with Mr. Houlihan on or at April 15, 
193S? A. Yes, sir. 

Q. Can you state from that memorandum the 
substance of the discussion at that time? 

A. Well, they had suggested, Mr. Houlihan had 
suggested, a five-year loan for a million and a half 
dollars, from the RFC, on the Coolidge, secured by a 
first mortgage on the Coolidge, and four 535’s; and 
that the Maritime Commission was to give the RFC 
the right of offset. 

In other words, the Maritime Commission was to, 
in case of default, the mail pay, or the subsidy, was 
to be paid to the RFC to be applied against this 
loan. 

We also agreed that we were to pay $150,000 [546] 
every six months, and that the management must 
be satisfactory. 

There was also a memorandum here—Mr. Houli¬ 
han also asked me whether a resolution was neces¬ 
sary, of the stockholders, to authorize clearance with 
the Corporation Commission. 

Q. Is that related to the issuance of preferred 
stock to trade creditors, Mr. Dollar? A. Yes, 
sir. 

Q. What, if any, discussion was had concerning 
this subject of the management being satisfactory? 

A. Well, they talked about this three-man com¬ 
mittee. 

Q. The one that you already discussed in San 
Francisco and that you have testified to? 

A. Yes, sir. 

Q. Now, concerning the matter of the Corpora¬ 
tion Commissioners’ permit and the stockholders’ 
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resolution to issue shares to the creditors, did you 
state to Mr. Houlihan your position in respect to 
that matter? 

Mr. Siegel: I am sorry; I didn’t get the ques¬ 
tion. Would you re-ask it? 

Mr. Harrison: I will withdraw it. 

By Mr. Harrison: 

Q. Concerning a conversation with Mr. Houlihan 
with respect to the Corporation Commissioners’ per¬ 
mit and the stockholders’ resolution with [547] 
reference to preferred stock to be issued to trade 
creditors, did you state your position in that re¬ 
spect? A. Yes. 

Q. What did you state to Mr. Houlihan on that? 

A. I told Mr. Houlihan I did not feel this pre¬ 
ferred stock and debentures should be issued until 
such time as our subsidy was signed. 

Mr. Siegel: Is the witness still testifying to the 
same meeting of April 15, Mr. Harrison? 

By Mr. Harrison: 

Q. Was this at or about April 15, Mr. Dollar? 

A. Yes, sir. 

Mr. Harrison: We offer as the plaintiffs’ exhibit 
next in order the document from which the witness 
has testified. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 79. 

(The memorandum, heretofore identified as 
Document No. 2-P-31, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 79.) 
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[Plaintiffs’ Exhibit 79 reads as follows:] 

[Printer's note: Longhand writing is shown in 
italic* type] 

Form 3106 April 15,1938 

United States Maritime Commission 

150,000 Every 6 Month . 

To: 

From: 

5 yr. loan D /2 
1st mtg. 

Coolidge & 4 - 535 
Assignment 
M.C . give R.F.C. 
right offset 

Management must he satisfactory 
Does Res. of Stockholders 
Instruct or axdhorize 

Clear Cor Commissioner 


By Mr. Harrison: 

Q. Now, during the time you were in Washing¬ 
ton, Mr. Dollar, did you keep advised concerning 
the financial condition of Dollar of Delaware? 

A. Yes, sir. 

Q. I show you a letter dated April 8, 1938, ad¬ 
dressed to you, and signed “Arthur Poole,” [548] 
and I will ask you if you received that letter while 
you were in Washington. A. Yes, sir. 

Q. And can you state approximately when you 
received it, Mr. Dollar? A. About the 10th of 
April. 

Mr. Harrison: I will ask that this be marked, 
may it please the Court, as the plaintiffs’ exhibit 
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next in order (handing the letter to the deputy 
clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 80. 

(The letter dated April 8, 1938, Mr. Poole 
to Mr. Dollar, heretofore identified as Docu¬ 
ment No. 6-3, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
80.) 

By Mr. Harrison: 

Q. I show you another document, Mr. Dollar, 
being a longhand letter, signed “Arthur Poole,” 
and addressed to Mr. Dollar, dated April 13th. Did 
you receive that report while you were in Wash¬ 
ington in the course of these negotiations? 

A. Yes, sir. 

Mr. Siegel: What number is that, Mr. Harrison? 
Mr. Harrison: That is Document 6-4, attached 
to the stipulation of facts. 

We will offer this in evidence and ask that it 
be marked the plaintiffs’ exhibit next in order 
(handing the document to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 81. 
[549] 

(The document heretofore identified as being 
numbered 6-4, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
81.) 

Mr. Harrison: The purpose of introducing these 
two exhibits, may it please the Court, is to show 
the then continuing difficult cash condition of this 
company while these discussions were going on. For 
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example, in Exhibit 80, in the third paragraph, it 
is reported at this time to Mr. Dollar— 

“The Collector of Customs in New York has 
threatened to place in the hands of Government 
attorneys for collection repair customs duties on 
our vessels, aggregating $37,000 which are unpaid.” 

And again at the bottom of the page: 

“Of our $138,000 received this morning, needs 
sufficiently pressing to take $101,500 have been 
met”— 

And then follows a summary of those pressing 
obligations. 

And on the following page: 

“The remainder in our bank account, plus proba¬ 
bility that we can build up cash balances a little 
in the next few days makes it appear safe for us 
through April 15th pay roll period. As far as I 
can estimate we shall be all right until some time 
between April 20th and 25th. [550] 

“All possible luck and speed in completing the 
plans you have gone East to work out.” 

And in Plaintiffs’ Exhibit 81, from Mr. Poole 
also enclosing— 

“This is a copy of a cash projection carried for¬ 
ward another week. A copy has also been sent to 
Dick Houlihan.” 

And in the last paragraph: 

“Although interline accounts have been cleaned 
up some during the past week, they are still in 
uncomfortable condition. We are nursing them as 
well as possible.” 

“Yours hastily, Arthur Poole.” 
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And the projection attached thereto shows that 
from April 12, projected to April 22nd, the balance 
at the end of the day, which is $131,000 and some 
odd dollars on the first day, will show an overdraft 
of $5,334.50 on the 22nd. 

At this time we wish to offer in evidence Docu¬ 
ment 2-F-35, being minutes of the United States 
Maritime Commission for April 12, 1938, (handing 
the minutes to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 82. 

(The Maritime Commission minutes, [551] 
April 12, 1938, heretofore identified as Docu¬ 
ment No. 2-F-35, were accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
82.) 


[Plaintiffs’ Exhibit 82 reads in part as 
follows:] 

POWER OF COMMISSION TO ADVANCE 
FUNDS FOR REPAIRS TO VESSELS OF 
DOLLAR STEAMSHIP LINES, INC., LTD. 

April 12, 1938. (1st Session) 

(Con.-7) 

The Commission noted the following memoran¬ 
dum, dated April 7, 1938, from the Acting General 
Counsel: 

“Subject: Dollar Steamship Lines Inc., Ltd.— 
Power of Commission to Make Advances for the Pur¬ 
pose of Repairing Vessels on Which It Holds Mort¬ 
gages. 

44 You have requested my opinion as to the power of 
the United States Maritime Commission to advance 
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funds for the purpose of making repairs to vessels 
owned by the Dollar Steamship Lines Inc., Ltd., on 
which vessels the United States holds mortgages rep¬ 
resenting an aggregate unpaid indebtedness of ap¬ 
proximately $7,585,000. These repairs are necessary 
in order to place the vessels in a condition for navi¬ 
gation with due regard to safety of life and in order 
to meet the requirements of the provisions of the Act 
of June 20, 1936, C. 618 (46 U.S.C. Sec. 464). 

“As shown by the appraisals made in the Commis¬ 
sion's San Francisco and Washington offices and by 
an independent firm of marine appraisers in San 
Francisco (Pillsbury and Curtis), the Dollar equi¬ 
ties in the vessels are quite substantial and consider¬ 
ing only the sufficiency of collateral, would appear 
to offer an adequate cushion for the proposed ad¬ 
vances aside from the increased value of the mort¬ 
gaged vessels resulting from the repairs in question. 
The following table shows the twelve vessels upon 
which the repairs are to be made, together with the 
appraisals, and the present amount of indebtedness 
to the Commission upon each vessel. 

Appraisal Values 



Washington 

Pillsbury 

San Francisco 

Indebtedness 

Vessels 

Office 

and Curtis 

Office 

to Commission 

Pres. Adams 

S 730,000 

$1,000,000 

8 553,800 

8 313,943.04 

Pres. Garfield 

730,000 

1,000,000 

553,800 

300,000 

Pres. Harrison 

730,000 

1,000,000 

553,800 

300,000 

Pres. Polk 

730,000 

1,000,000 

553,800 

220,000 

Pres. Hayes 

585,000 

850,000 

553,800 

220,000 

Pres. Monroe 

585.000 

850,000 

553,800 

220,000 

Pres. Van Buren 

585,000 

850,000 

553,800 

220,000 

Pres. Cleveland 

1,050,000 

1,150.000 

684,700 

356,250 

Pres. Lincoln 

1,050,000 

1,150,000 

684,700 

356,250 

Pres. Pierce 

1,050,000 

1,150,000 

684,700 

356,250 

Pres. Taft 

1,050,000 

1,150,000 

684,700 

356,250 

Pres. Coolidge 

5,850,000 

6,250,000 

5,798,300 

3,918,964 
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“I understand that the Dollar Steamship Com¬ 
pany does not have funds available to pay for repairs 
completed subsequent to the date of the subsidy 
agreement, amounting to approximately $382,745, 
or to pay for the additional repairs which are re¬ 
quired, and that the Commission is considering ad¬ 
vancing the Company a sum sufficient to cover the 
total amount thereof (approximately $1,500,000). 
Such advances will be secured under the terms of the 
existing purchase-money and construction loan mort¬ 
gages on the individual vessels. In addition it is un¬ 
derstood that the Commission will take a blanket 
preferred mortgage on all of the vessels of the Com¬ 
pany to secure the existing indebtedness as well as 
the proposed advances. In the event the work is not 
done, the Company will be forced to discontinue sail¬ 
ings, and the necessary result will be that the mort¬ 
gagor will be so adversely affected financially that 
it will not be able to pay either interest on or prin¬ 
cipal of its mortgages, and it is reasonable to expect 
that the value of the vessels—that is, the collateral 
itself—will be greatly reduced by reason of the dis¬ 
continuance of operations. The Commission is charged 
with the duty of collecting the debt secured by these 
mortgages and by necessary implication is charged 
with doing whatever is reasonably necessary to pro¬ 
tect, preserve and realize on the security. 

“The mortgages to the Commission on eleven of 


these vessels are purchase-money mortgages made 
pursuant to Section 7 of the Merchant Marine Act, 
1920, which provides: 

The board is authorized to sell, 


# * 


* * * 


ves- 
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sels * * * upon such terms and conditions as the 
board may deem just and necessary to secure and 
maintain the service desired; * * *’ 

4 ‘The remaining mortgages were for new construc¬ 
tion or reconditioning and were made pursuant to 
Section 11 of the Merchant Marine Act, 1920, as 
amended, paragraph (f) of which provides: 

* which mortgages shall contain appropriate 
covenants and provisions to insure the proper 
physical maintenance of the vessel, and its protec¬ 
tion against liens for taxes, penalties, claims, or 
liabilities of any kind whatsoever, which might im¬ 
pair the security for the debt. It shall also contain 
any other covenants and provisions the board may 
prescribe, * * V 

“Pursuant to these authorizations the various 
mortgages, in addition to the usual covenants to 
maintain the vessels in a proper state of repair, all 
contain provisions substantially the same as the fol¬ 
lowing, contained in the mortgage of the S.S. Presi¬ 
dent Taft, dated January 23, 1925: 

‘If the Mortgagor shall make default in the per¬ 
formance of any of the covenants in this mort¬ 
gage on its part to be performed, the Mortgagee 
may in its discretion do any act or make any expen¬ 
diture necessary to remedy such default, including, 
without limitation of the foregoing, entry upon the 
vessel to make repairs, * * * and until the Mort¬ 
gagor has so reimbursed the Mortgagee for such 
i expenditures the amount thereof shall be added to 
to the amount of the debt secured by this mortgage, 
| and shall be secured by this mortgage in like man- 
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ner and extent as if the amount and description 
thereof were written herein; * # *’ 

“ Acting under the authority of the Merchant Ma¬ 
rine Act, 1920, and the provisions of mortgages held 
by the Commission, the Shipping Board at various 
times made advances of funds for the protection and 
preservation of its collateral. This authority was rec¬ 
ognized by the Congress in making appropriations to 
the Shipping Board. During the hearings on the Ap¬ 
propriation Act for the fiscal year ending June 30, 
1933, the then General Counsel for the Shipping 
Board submitted an amendment to the pending bill 
which provided that the funds appropriated would 
be available 4 for the protection of the interests of 
the United States in any vessel on which the United 
States holds a mortgage.’ In his testimony, the Gen¬ 
eral Counsel stated: ‘The question is whether * * # 
the Board should go in and protect the interests of 
the United States up to the amount of the mortgage. 
We are accustomed to doing that. Yet the language 
of the Appropriation Act is not, it seems to me, in its 
present form sufficiently clear on that subject. I 
therefore think and I therefore urge that these words 
should be put in in order to cover that field, as well 
as the other field of bringing boats back.’ 

“In a letter to the then Chairman of the United 
States Shipping Board, dated January 14, 1932, the 
Director of the Bureau of the Budget made the fol¬ 
lowing comment upon the proposed amendment: 

* # It appears from the memorandum of your 
General Counsel that the Shipping Board has act¬ 
ually been protecting the interest of the United 
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States in these vessels by supplying the vessel with 
fuel, paying crews’ wages, paying port dues, tak¬ 
ing assignment of prior admiralty liens, etc., even 
to the extent of buying in the vessel on foreclosure 
in an admiralty court, but that you feel that such 
action should be expressly sanctioned by Congress 
in the appropriation act. 

‘I appreciate from what you say that favorable 
action by Congress on your proposal with regard 
to the 1933 estimate would carry an implied ratifi¬ 
cation of the action which is now being followed by 
the Shipping Board and there is certainly no objec¬ 
tion to your presenting this matter to the appro¬ 
priation committees during your hearings on the 
1933 estimates.’ 


‘ 4 This provision has been inserted in every appro¬ 
priation act since that for the fiscal year ending June 
30,1933. It is important to note that the power of the 
Shipping Board was not drawn from this provision, 
but that this provision was a recognition of a pre-ex¬ 
isting power and a ratification of the prior exercise of 
that power. By inserting such a provision in every 
appropriation act passed since the question was 
brought to the attention of Congress, Congress has 
definitely recognized the existence of the power and 
approved the policy of its exercise in appropriate in¬ 
stances. 


‘‘By section 202 of the Merchant Marine Act of 


1936, all property specifically including mortgages 
held by the Commission’s predecessor, were trans¬ 
ferred to the Commission. Section 204(a) of that Act 

transfers all functions, powers and duties vested in the 
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Shipping Board to the Commission. Section 11 of the 
1920 Act authorizing construction loans was repealed 
by the Act of 1936, which specifically provides that no 
further construction loans shall be made under the 
provisions of that section. It follows that the mort¬ 
gages here in question have been transferred to the 
Commission and that any functions, powers, and 
duties formerly vested in the Shipping Board with re¬ 
spect to such mortgages are now vested in the Commis¬ 
sion. Of course, the repeal of section 11 of the 1920 Act- 
in nowise affects the Commission's authoritv with re- 
speet to advances necessary for the protection of the 
Government’s interest, as such advances have not 
been based upon any provision of this section. The 
repeal of section 11 of the 1920 Act in nowise affects 
the existence of mortgages entered into prior to the 
repeal of that section or the authority and duty of 
the Commission as the Shipping Board’s successor 
with respect to the Government’s interest in such 
mortgages. I understand that the Commission has 
found that the Dollar Line’s current financial posi¬ 
tion is not such as to justify the expenditure of funds 
required to make the repairs here in question. By 
reason of the existence of the mortgages and their 
terms, the Shipping Board would be authorized to 
make expenditures requisite to keep the vessels in 
the necessary state of repair for operation out of 
funds appropriated by Congress for various pur¬ 
poses, including such expenditures when found nec¬ 
essary for the protection of the Government’s in¬ 
terest. 

“The Commission, as the successor of the Shipping 
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Board, may exercise the powers of that body which 
have been transferred to the Commission. It follows, 
accordingly, and I advise you, that the Commission 
may legally make the advances in question for the 
repair of these ships in order to protect the interest 
of the Government. 

“In reaching this conclusion, great weight has been 
given to the Commission’s determination that the re¬ 
pairs in question are necessary for that purpose and 
that the security offered by the Line is adequate. I 
have also relied strongly upon the fact that this 
power was exercised over a long period of years by 
the Commission’s predecessors and that, by appro¬ 
priate language contained in every appropriation act 
which has been passed since the matter was brought 
to its attention, Congress has recognized the exist¬ 
ence of this power and has ratified its exercise. In 
my opinion, the Commission is justified under the 
proper circumstances in exercising a power which 
has been conceded by Congress until in some definite 
way Congress sees fit to indicate that power of this 
nature should not be exercised. 

/s/ BON GEASLIN 

Acting General Counsel.” 
***** 


* * * * * 

Mr. Siegel: If Your Honor please, our position 
[552] with reference to this document is similar to the 
observation we made with reference to Mr. Truitt’s 
report of March 26, that in the absence of a show¬ 
ing that the Commission adopted it, it may be 
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received to show only that the report was made 
and not as binding on the Commission. 

Mr. Harrison: Can’t we argue this at the close 
of the case, may it please the Court? We are offer¬ 
ing this as stipulated evidence, and it has only 
such weight as the Court attaches to it at the con¬ 
clusion of the case. And we offer it for whatever 
weight it is entitled. 

Mr. Siegel: That is entirely agreeable to me, if 
the Court please, and it is entirely agreeable to me 
if our objection as to competence of evidence may 
be reserved, without making formal objection, I 
will let that ride without making formal objection 
to any other document. 

♦ * * * * 

Mr. Harrison: At this time w~e wish to [553] 
offer in evidence Document 2-F-36, being the min¬ 
utes of the United States Maritime Commission 
for the 19th of April, 1938, and ask that they be 
marked for the plaintiffs’ next in order (handing 
the minutes to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 83. 

(The Maritime Commission minutes of April 
19, 1938, heretofore identified as Document No. 
2-F-36, were accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 83.) 

By Mr. Harrison: 

Q. Mr. Dollar, while you were in conference 
with Mr. Houlihan and Mr. Wilcox in April of 
1938, did you have any discussion with them con¬ 
cerning the availability of funds necessary to obtain 
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a release of trade creditors' claims? A. Yes, 
sir. 

Q. What did you state to them in that con¬ 
nection? A. I told them that I did not have 
the money to pay them. 

Q. When you say “I" you mean Dollar of Dela¬ 
ware, Mr. Dollar? A. Dollar of Delaware, 
yes, sir—and that I didn't think they should [554] 
be paid until we had our subsidy signed, the sub¬ 
sidy agreement signed. 

Q. Was there any discussion at that time con¬ 
cerning the source from which funds might be 
obtained? A. Well, I think they suggested, 
Mr. Houlihan suggested, that there was still some 
money due on the Hoover insurance that was due 
to our company, and we might use that money. 


[Plaintiffs' Exhibit 83 reads in part as fol¬ 
lows :] 


April 19, 1938. 

(1st session) (Con.—27) 

Situation re Dollar Steamship Lines, Inc., Ltd. 

The General Counsel stated that he was pre¬ 
paring a memorandum with respect to the right of 
the Commission to subordinate the mortgages held 
on various ships of the Dollar Steamship Lines, 
Inc., Ltd., to a mortgage securing a proposed loan 
of $1,500,000 from the Reconstruction Finance Cor¬ 
poration. He explained further that he had out¬ 
lined to the Senate Committee on Commerce the 
gravity of the situation in which the Dollar Steam- 
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ship Lines, Inc., Ltd., was presently involved, and 
that the Senate Committee had not offered any 
objection to the course of action proposed by the 
Commission. Chairman Land stated that he had 
made a similar statement to the House Committee 
on Merchant Marine and Fisheries and had re¬ 
ceived the approval of this Committee to take the 
steps necessary to preserve an American flag steam¬ 
ship service in the trans-Pacific trade. [555] 

It was pointed out that the Dollar Steamship 

Lines, Inc., Ltd., did not have on hand sufficient 
working capital to make the 20 per cent cash pay¬ 
ment to its trade creditors in accordance with the 
adjustment of the company’s indebtedness men¬ 
tioned in the letter dated December 9, 1937, from 
Chairman Kennedy to the Dollar Line. The Director 
of the Division of Finance stated that there re¬ 
mained of the insurance proceeds on the SS Presi¬ 
dent Hoover the amount of $286,835.59, the release 
of which would provide the company with adequate 
funds to carry out the adjustment of its indebted¬ 
ness to trade creditors. 

‘‘Thereupon, by unanimous ‘yea’ vote of the mem¬ 
bers present, the Commission approved the release 
of the balance of the insurance proceeds on the SS 
President Hoover in the amount of $286,835.59.” 

The proper officers of the Commission were au¬ 
thorized and directed to take any and all actions 
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necessary and proper to carry the action of the 
Commission as above set forth fully into effect. 

Bv the unanimous “vea" vote of the members of 
» * 

the Commission present, the meeting adjourned at 

4:05 P.M. 

A true record. 

/s/ W. C. PEET, JR., 

Secretary. 


3572 

April 19, 1938. 

(Special Meeting) 

Proceedings of the United States Maritime 
Commission. 

Present: Vice Chairman Woodward (presiding 
until Chairman Land entered the meeting), and 
Commissioner Moran. 

Chairman Land entered the meeting at 7 P.M. 
and assumed the Chair. 

Also Present: Bon Geaslin, Acting General Coun¬ 
sel; Francis B. Goertner, William Radner, and Paul 
D. Page Jr., of the staff of the Legal Division; M. 
L. Wilcox, Director, Division of Operations; Knight 
G. Aulsbrook; Assistant to Commissioner; D. F. 
Houlihan, Director, Division of Finance; D. E. 
Lawrence, Chief, Examining Section, Division of 
Finance; and W. C. Peet, Jr., Secretary. 

The Commission convened at 5:00 P.M., and ad¬ 
journed at 7:20 P.M. 
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There was presented the following memorandum 
from the Acting General Counsel: 

4 ‘You have requested my opinion as to whether or 
not the Commission may legally enter into the pro¬ 
posed transaction involving a loan of $1,500,000 to 
the Dollar Steamship Lines, Inc., Ltd., by the Recon¬ 
struction Finance Corporation. The pertinent facts 
appear as follows: 

“Dollar Steamship Lines, Inc., Ltd., is the only 
trans-Pacific American-flag steamship service and 
competes with approximately twenty-five foreign- 
flag lines. The Director of the Division of Finance 
and the Director of the Division of Operations and 
Traffic of the Commission, who were assigned to make 
a study of this situation, have reported that the fol¬ 
lowing action must be taken immediately if this line 
is to continue in operation: 

1. Release $597,000.00 excess Hoover insurance 
money. 

2. United States Maritime Commission to advance 
moneys for repairs for 12 ships estimated at $1,500,- 
000.00 secured by a blanket mortgage on the ‘535V 
and ‘502 V. 

3. Obtain a loan from the R.F.C. for $1,500,000.00 
by a second mortgage on the S.S. President Coolidge. 

4. Increase differential subsidy percentages on 
basis of latest information. If possible, this should be 
made retroactive to the beginning of the contract. 

“Since this report was made, the question of a loan 
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has been taken up with the Reconstruction Finance 
Corporation, and it has advised that it will make the 
loan of $1,500,000 upon various conditions, among 
them that the Commission’s mortgages held on vari¬ 
ous Dollar ships shall be subordinated to a mortgage 
securing the loan from the Reconstruction Finance 
Corporation, or that the Commission enter into an 
arrangement with the Reconstruction Finance Cor- 
poration which will subject the collateral securing the 
Commission's existing mortgages to the collection of 
the Reconstruction Finance Corporation’s loan be¬ 
fore the Commission can recover upon the existing 
indebtedness. 

‘"The Commission now holds mortgages represent¬ 
ing an aggregate unpaid indebtedness of Dollar 
Steamship Lines, Inc., Ltd., of approximately $7,585,- 
000. Among these mortgages are preferred mortgages 
upon the S.S. President Coolidge, S.S. President 
Taft, S.S. President Pierce, S.S. President Lincoln, 
and S.S. President Cleveland. The mortgage on the 
President Coolidge was taken by the Shipping Board 
pursuant to the provisions of Section 11 of the Mer¬ 
chant Marine Act of 1920 (section 301 (f) of the Mer¬ 
chant Marine Act of 1928) reading as follows : 

‘The Board shall require such security as it shall 
deem necessary to insure the completion of the con¬ 
struction, reconditioning, remodeling, improving, or 
equipping of the vessel within a reasonable time and 
the repayment of the loan with interest; when the 
construction, reconditioning, remodeling, improving, 
or equipping of the vessel is completed, the security 
shall include a preferred mortgage on the vessel, 
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complying with the provisions of the Ship Mortgage 
Act, 1920 (U.S.C., Title 46, chap. 25), which mort¬ 
gage shall contain appropriate covenants and provi¬ 
sions to insure the proper physical maintenance of 
the vessel, and its protection against liens for taxes, 
penalties, claims, or liabilities of any kind whatever, 
which might impair the security for the debt.’ 

“Mortgages on the four other ships just enumer¬ 
ated were taken by the Shipping Board under author¬ 
ity of section 7 of the Merchant Marine Act of 1920, 
which provides in part: 

‘The Board is authorized to sell * * * such ves¬ 
sels referred to in section 4 of this Act * * * to re¬ 
sponsible persons who are citizens of the United 
States who agree to establish and maintain such 
lines upon such terms of payment and other condi¬ 
tions as the Board may deem just and necessary to 
secure and maintain the service desired; * * *’ 

“The question to be decided is whether authority 
exists for the Commission to subject the security for 
the existing indebtedness of Dollar Steamship Lines, 
Inc., Ltd., to the collection of $1,500,000 representing 
a loan to be made to Dollar Steamship Lines, Inc., 
Ltd., by the Reconstruction Finance Corporation 
and utilized by the line as working capital. Under 
ordinary circumstances, it is clear that the Commis¬ 
sion would not be authorized to alter the conditions 
of the loans previously made by subjecting the secur¬ 
ity for their repayment to other claims which other 
claims should take priority over the repayment of the 
indebtedness. The rule has been stated by the Attor¬ 
ney General (33 Opinions Attorney General 539) as 
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a rule ‘that an officer who has once entered into a con¬ 
tract on behalf of the United States pursuant to 
statutory authority is thereafter powerless to change 
the contract by agreeing to new conditions which im¬ 
pose an added burden upon the Government or op¬ 
erate to its disadvantage.’ 

“The conditions here presented, however, are not 
ordinary but, on the other hand, are unusual and ex¬ 
ceptional. The original loans were made pursuant to 
the declared policy of the United States ‘to do what¬ 
ever may be necessary to develop and encourage the 
maintenance of # * a merchant marine * * * of 

the best equipped and most suitable types of vessels 
sufficient to carry the greater portion of its commerce 
and serve as a naval or military auxiliary in time of 
war or national emergency, to be owned and operated 
privately by citizens of the United States’. 

“Pursuant to a specific mandate from Congress to 
always keep in view the purpose and object of the 
national policy expressed by Congress in the lan¬ 
guage quoted just above, the Shipping Board has af¬ 
forded every proper aid to building up and maintain¬ 
ing this trans-Pacific service. The Director of the Di¬ 
vision of Finance and the Director of the Division 
of Operations and Traffic have stated in their report 
to the Commission that any action other than that 
proposed would be temporizing with a situation 
which, unless the proposed action is taken, will fall 
of its own weight and leave the line again in its pres¬ 
ent dangerous position. The Long Range Subsidy 
Committee having carefully studied the report of the 
Director of the Division of Finance and the Director 
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of the Division of Operations and Traffic has con¬ 
curred therein and has recommended the proposed 
program. It appears that the only American-flag 
service to the Orient, which employs approximately 
2,500 officers and men aboard ships, whose compensa¬ 
tion approximates $2,700,000 per year; about 600 
shore employees whose compensation approximates 
$835,000 per year; purchases approximately $800,000 
worth of stores, supplies, and equipment annually; 
and makes repairs for which more than $1,000,000 
per year is paid cannot continue without the re¬ 
financing to be accomplished by the proposed action; 
and that, as reported to the Commission by its Fi¬ 
nance and Operations and Traffic Divisions, if this 
line ceases to operate, the trade will be absorbed to 
such an extent that it will take years of effort and 
considerable money to redevelop the American-flag 
service. It has been estimated that redevelopment of 
the existing service after it has ceased for a period 
of time would require an expenditure of many mil¬ 
lions of dollars. 

“It cannot be disputed that the situation thus pre¬ 
sented is one of national emergency and that the Com¬ 
mission by taking the proposed step may preserve a 
national investment in foreign commerce which 
would in all probability otherwise be lost. 

“With respect to the mortgages on the four ‘535V, 
it appears that the Commission’s authority is at least 
as broad as the authority of the Secretary of the 
Treasury, which was considered by the Attorney 
General and held by him to be sufficient to release 
certain rolling stock of a railroad company from the 
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lien of a first mortgage bond issued to the United 
States to secure a loan, so that the company might 
utilize the rolling stock as security for a loan to re¬ 
imburse its stockholders for advances and as imme¬ 
diate operating capital. 

“Concerning the situation presented to the Attor¬ 
ney General, the Interstate Commerce Commission 
reported to the Attorney General as follows: 

‘But a grave emergency exists which threatens 
complete cessation of operations with a resultant 
hardship upon the public dependent upon the appli¬ 
cant for the service of transportation. We know of 
no way in which this emergency can be overcome ex¬ 
cept through the assistance offered by the stock¬ 
holders which is conditioned, of course, upon consent 
of the Government to the release of the rolling stock 
equipment While technically this may appear to 
have the effect of substantially diminishing the se¬ 
curity for the loan represented by that part of the 
property the value of which is not solely dependent 
upon the credit of the applicant; nevertheless, the 
real purpose to be accomplished in the prevention of 
a still greater loss which would result if operations 
were suspended for any period of time. 

‘Neither are we unmindful that the broad general 
and underlying purpose of the statute, as well as of 
the loans authorized thereby, is to promote the public 
interest which, we believe, is a consideration of first 
importance and one that distinguishes the Govern¬ 
ment loan from an ordinary commercial transaction. 

‘After a careful consideration of all the facts sur¬ 
rounding the making of this loan and the prospective 
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repayment thereof, in the event we approve or disap¬ 
prove the pending application, we have arrived at the 
conclusion that it will be distinctly to the advantage 
of the United States, as well as to the applicant and 
the interested public, if we approve this available 
means for placing the property in a condition to re¬ 
sume the service of transportation. The only alterna¬ 
tive is a receivership with doubtful outcome. The 
possibility of merger with some stronger line or sys¬ 
tem would probably be lessened in the latter event¬ 
uality, should conditions otherwise be favorable in 
the near future.’ 

“In his opinion (35 Opinions Attorney General 
213), the Attorney General stated that the Commis¬ 
sion perceived two possible courses open to the 
United States: one, to release the rolling stock and 
enable the road to continue operations; and, second, 
to refuse to release the rolling stock, resulting in at 
least temporary cessation of operations and a receiv¬ 
ership, with attendant additional burdens and im¬ 
pairment of service. 

“It appears that the Maritime Commission could 
state the alternatives even more strongly in the in¬ 
stant case. They are: first, to subordinate its mort¬ 
gages and enable the line to continue operation; or, 
second, to refuse to subordinate its mortgages and 
permit the line to go into a receivership which the 
Commission has been advised by financial and oper¬ 
ating advisors would ‘be purely a matter of liquida¬ 
tion and not of continued operation.’ 

“In the case being considered by the Attorney Gen¬ 
eral, the Interstate Commerce Commission expressed 
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the opinion that to release the rolling stock would be 
•distinctly to the advantage of the United States as 
well as to the carrier and the interested public’ and 
that the prospects of the United States to collect the 
principal at maturity would thereby be enhanced; 
whereas, to refuse to release the rolling stock would 
further depreciate the value of the security. 

“The security had been taken by the Secretary of 
the Treasury upon terms and conditions required by 
law to be ‘in accordance with the findings and the cer¬ 
tificate of the Interstate Commerce Commission’. 
The Attorney General had already held (33 Op.A.G. 
541) that the authority of the Commission and the 
Secretary of the Treasury over loans regarded neces¬ 
sary to enable a carrier to meet the transportation 
needs of the public was a continuing authority. It 
would appear that the authority of the Shipping 
Board to sell the four 535’s ‘upon such terms of pay¬ 
ment and other conditions as the Board may deem 
just and necessary to secure and maintain the service 
desired’ is also such a continuing authority. 

“It is believed that the authority conferred upon 
the Shipping Board by section 11 of the Merchant 
Marine Act of 1920 (section 301(f), Merchant Ma¬ 
rine Act of 1928) was also intended by Congress to 
be a continuing authority, and no compelling argu¬ 
ment is found that a direction that the security which 
was to be ‘such security as it’ the Shipping Board 
‘shall deem necessary to insure * * * the repayment 
of the loan with interest’ should be construed as a 
prohibition against action of this nature simply be¬ 
cause the statute provided that the security should 
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when the construction of a vessel should be completed 
‘include a preferred mortgage on the vessel, comply¬ 
ing with the provisions of the Ship Mortgage Act, 
1920’. 

“A construction to this effect would mean that, by 
enacting a statute providing for loans to build up a 
merchant marine, Congress made it impossible for 
the Commission in the future to take action reason¬ 
ably calculated to preserve the Government’s invest¬ 
ment in the merchant marine and to prevent the de¬ 
struction of a substantial part of it. 

“The construction which I place upon the report 
of the Division of Finance, a division of the Commis¬ 
sion which has considered the matter from all angles 
including the fact that the indebtedness of Dollar 
Steamship Lines, Inc., Ltd., totals more than $14,- 
000,000, is that the Division of Finance feels that the 
Line’s present indebtedness to the Commission 
amounting to more than $7,000,000 of the $14,000,000 
above mentioned is secured unsatisfactorily, that the 
loans of the Commission to the Lines are in a precari¬ 
ous condition and that there is a definite danger that 
unless the present program is carried out the Com¬ 
mission may lose a substantial portion of the amounts 
already advanced. I further construe this report as 
indicating that the Government’s creditor position 
will be improved by advancing $1,500,000 for ship 
repairs and $1,500,000 to be used as working capital, 
and that the additional security offered is adequate 
to protect the $3,000,000 to be advanced. 

“Findings by the Commission in line with the re¬ 
port of the Division of Finance as above construed. 
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and of the other pertinent facts recited in this 
opinion, will in my opinion enable the Commission 
properly to assign as reasons for its action reasons at 
least as strong and, in my opinion, stronger than the 
reasons which were advanced by the Interstate Com¬ 
merce Commission to justify the action of the Secre¬ 
tary of the Treasury in releasing the security held by 
him. In its determination, the Commission should 
take into consideration possible intervening liens, 
and the arrangements should be so carried out that 
no claim other than that of the Reconstruction Fi¬ 
nance Corporation will gain priority over the Com¬ 
mission ? s mortgages. 

“ Under such circumstances, I advise you, in line 
with the opinion of the Attorney General to the Sec¬ 
retary of the Treasury dated April 30, 1927 (35 Op. 
A.G. 213), that having found that in your opinion the 
proposed subordination of the Commission’s mort¬ 
gages under these circumstances will be to the ad¬ 
vantage of the United States, you have authority to 
subordinate mortgages held by the Commission to the 
mortgage which will be given to secure the loan of 
$1,500,000 by the Reconstruction Finance Corpora¬ 
tion. 

“It should be noted that such action by the Com¬ 
mission is not without precedent. The United States 
Shipping Board Emergency Fleet Corporation, 
which subordinated certain mortgages held by it to 
the lien of a consolidated mortgage securing funds 
advanced by banks to a shipbuilding corporation^ 
took the position in court that its act in subordinat¬ 
ing the mortgages was without authority. The court 
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held, however, (294 Fed. 641) that the corporation 
‘had the power to subordinate its mortgages for a 
consideration’ and having given the subordination 
all the appearance of regularity and validity, was 
estopped from asserting that its act had been without 
authority. 

/s/ BON GEASLIN 

Acting General Counsel.” 

There followed an extended discussion of the ad¬ 
visability of entering into the proposed transaction 
in the event that the Reconstruction Finance Cor¬ 
poration would not give favorable consideration to 
an application of the Dollar Steamship Lines Inc., 
Ltd., for a loan to be secured in accordance with the 
terms suggested by the Commission in the following 
memorandum from the Chairman to Mr. Jesse Jones, 
Chairman of the Reconstruction Finance Corpora¬ 
tion: 

“April 19,1938. 

“To: Mr. Jesse Jones, Chairman, Reconstruction 
Finance Corp. 

From: Admiral Land, Chairman, Maritime Com¬ 
mission. 

Subject: Dollar Loan. 

“The following proposition is suggested in connec¬ 
tion with the contemplated repair and working capi¬ 
tal loans to be made respectively by the Commission 
and the RFC to the Dollar Line. Although the plan 
has not been formally approved by the RFC, it is 
believed that in substance it can be made satisfactory 
to that agency. 
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“1. The present existing first mortgages on the 
Dollar fleet approximating $7,000,000 will remain of 
record intact. The $1,500,000 RFC working capital 
loan and the $1,500,000 Commission repair loan will 
be secured respectively by second and third blanket 
mortgages on the entire fleet or will be consolidated 
in a single second preferred blanket mortgage 
equally and ratably securing the two loans. 

“2. All notes and mortgages will be deposited 
with the Federal Reserve Bank of San Francisco (or 
the RFC itself) with instructions in case of default 
to collect on the mortgages and divide the proceeds as 
follows: To the extent of $3,000,000, equally between 
the RFC and the Maritime Commission to satisfy the 
working capital and repair indebtedness, the balance 
to be paid to the Maritime Commission in extinguish¬ 
ment of the existing mortgages. 

“3. The Dollar Line will give an assignment of 
subsidy to the RFC to provide for the payment of 
$150,000 semiannually beginning nine months from 
the date of the advance of the RFC loan. This provi¬ 
sion for the amortization of the RFC loan will be 
contained in the loan agreement and instructions filed 
with the Federal Reserve Bank 

“4. In the event of default, subsidy withheld 
under Section 609 of the 1936 Act will be applied 
equally as between the RFC and the Maritime Com¬ 
mission, provided that it is determined that the RFC 
mortgage is a ‘debt due to the United States’ within 
the meaning of the statute. If it is not such a debt, 
then the Commission will take the entire withheld 
subsidy to be applied against the Dollar indebtedness 
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to the Commission, but will give the RFC priority in 
liquidation until the RFC receives an amount equal 
to the amount which the Commission so applied. The 
RFC loan agreement will contain the usual RFC 
management clause with an agreement between the 
RFC and the Commission that management satisfac¬ 
tory to the Commission will be satisfactory to the 
RFC. The RFC working capital loan and the Mari¬ 
time Commission repair advances will be repaid 
within a period of five years. 

“5. The making by the Commission of the $1,500,- 
000 advance for repairs has been made an express 
condition to the RFC loan authorization. 

E. S. LAND 
Chairman.’ ’ 

D. F. Houlihan, Director of the Division of Fi¬ 
nance, reiterated the point of view expressed in his 
report on the Dollar Line dated April 2,1938 that the 
Dollar Line was the last remaining American flag 
service in the trans-Pacific group and that the pre¬ 
servation of this service could not be assured unless 
additional working capital was secured from the Re¬ 
construction Finance Corporation to the extent re¬ 
quested. 

Chairman Land entered at 7 P. M. and assumed 
the Chair. 

Chairman Land reported to the Commission that 
he had conferred with Mr. Jones and representatives 
of the Reconstruction Finance Corporation with re¬ 
gard to the proposed loan to the Dollar Steamship 
Lines Inc., Ltd. and that Mr. Jones was not inclined 
to approve the transaction upon the terms set forth 
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in the above-quoted memorandum but would prob¬ 
ably require the Commission to subordinate its ex¬ 
isting first liens. 

Thereupon, after further discussion, the Commis¬ 
sion by “yea” vote of Chairman Land and Commis¬ 
sioner Woodward, Commissioner Moran voting 
“nay”, agreed to consent to the Dollar Steamship 
Lines 7 making an application to the Reconstruction 
Finance Corporation for a loan of $1,500,000 upon 
terms and conditions satisfactory to the Commission 
and the Reconstruction Finance Corporation, includ¬ 
ing subordination of the Commission’s mortgages in 
the event that this form of security was required by 
the Reconstruction Finance Corporation. 

Commissioner Moran presented the following 
memorandum, dated April 4,1938, as an explanation 
of his not voting for the foregoing proposal: 

“Subject: Dollar Steamship Line, Inc. 

“All of the problems of all of the operators on 
essential foreign commerce trade routes are NOT 
the problems of the Maritime Commission. Instead, 
the Maritime Commission has very definite problems 
of its own, i.e., (1) determine essential foreign trade 
routes and their requirements, and (2) see to it that 
such routes are served ultimately, and ‘as soon as 
practicable 7 by well-financed and well-managed 
American private companies able to meet competi¬ 
tive conditions and promote foreign commerce, or by 
the Government itself. While it is highly desirable 
that any SATISFACTORY services now in exist¬ 
ence on such routes may continue to operate and ef¬ 
fect their gradual transition into the permanent poli¬ 
cies required for such routes, with the minimum, or 
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no disturbance to commerce, THERE IS NO OBLI¬ 
GATION TO KEEP RUNNING ON ANT 
ROUTE DURING ANY INTERIM PERIOD 
WHICH MAY OCCUR BETWEEN THE PRES¬ 
ENT AND THE TIME OP ACCOMPLISHMENT 
OF THE PERMANENT POLICY FOR SUCH 
ROUTE, AN OPERATOR WHO CANNOT COM¬ 
PLY WITH THE PERMANENT POLICY RE¬ 
QUIREMENTS FOR THAT ROUTE. 

“Moreover, it is my position that there is no 
JUSTIFICATION for following any make-shift 
policy unless CONTEMPORANEOUSLY a definite 
and specific plan has not only been determined, but is 
actually being carried out, to accomplish the perma¬ 
nent policies required for such route, and even then 
I raise the question as to whether we have any legal 
AUTHORITY to follow such a course, under Sec¬ 
tion 601 of the Act. 

“After reviewing the negotiations between the 
Commission and the Dollar Steamship Line, Inc., 
extending over a period of nearly a year, and upon 
consideration of the recent reports from the Commis¬ 
sion’s staff concerning the present status of the at¬ 
tempts to reorganize the Company and bolster up its 
finances so that it may be eligible for an operating 
subsidy contract, I suggest that the Commission 
should decide NOW what its policy should be with 
respect to this operator. 

“There is a striking contrast between the efforts 
made by the Commission to avoid an interruption in 
the operations of this Company and the efforts put 
forth by Mr. Dollar and his associates to qualify for 
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further government aid. The Commission’s staff has 
worked strenuously to ascertain the true facts con¬ 
cerning the financial structure, assets and liabilities 
of the Dollar Companies and has spent days and 
weeks in patient negotiation to qualify the applicant 
for a subsidy contract. By contrast, Mr. Dollar and 
his associates have apparently relied upon the govern¬ 
ment to take the initiative and have made but little 
effort to obtain new and additional capital, and have 
been content to suggest new borrowings, extensions 
of debt maturities, issuance of new stock certificates, 
and a reshuffling of interlocking company debts and 
relationships. Such expedients, without the injection 
of additional cash capital are, and will be insufficient, 
to qualify this applicant for a subsidy as required in 
Title VI of the 1936 Act. 

“During the year spent in its struggle with the 
Dollar problem, the Commission has not pursued a 
long-range policy. In its anxiety to keep the ships 
running under private operation and to preserve the 
organization, goodwill and trade connections of the 
present operators in the Pacific Coast foreign trade 
routes, the Commission has not given sufficient con¬ 
sideration to future needs and policy. Apprehensions 
as to delays that might be encountered in getting pos¬ 
session of the vessels now employed by the Dollar in¬ 
terests, because of complications arising under pos¬ 
sible bankruptcy proceedings, should not deter the 
Commission from promptly carrying out the man¬ 
dates of the 1936 Act. 

“Section 210 of the Act makes it the duty of the 
Commission * * to determine what additions and 
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replacements are required to carry forward the na¬ 
tional policy declared in Section 101 * * * * and the 
Commission is directed to study, perfect and adopt a 
long range program for replacements and additions 
to the merchant marine * * * * as soon as practicable.’ 

“The Act contemplates that the Commission shall 
investigate and determine the services, routes and 
lines which are or may be essential for the promotion, 
development, expansion and maintenance of the for¬ 
eign commerce of the United States (Sec. 211-a) and 
investigate and determine the type, size, speed and 
other requirements of the vessels which should be 
employed in such services, and the frequency and 
regularity of the sailings of such vessels, with a view 
to promoting adequate, regular, certain and perma¬ 
nent service (Sec. 211-b). 

“Having first made these determinations, the Com¬ 
mission is authorized and directed by Section 601 (a) 
to consider the application of any citizen of the 
United States for financial aid in the operation of a 
vessel or vessels, which are to be used in an essential 
service in the foreign commerce of the United States. 
Numerous qualifications must be met by the appli¬ 
cant and approved by the Commission, including that 
the applicant possesses the financial resources neces¬ 
sary to enable him to conduct the proposed opera¬ 
tions of his line to meet competitive conditions and 
promote foreign commerce. 

“In recognition of the doubt that the national pol¬ 
icy and objectives of the Act could be successfully 
realized within a reasonable time through the me¬ 
dium of privately owned and privately operated 
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lines, even with the substantial governmental aids 
provided in Titles V and VI, Congress provided in 
Title VII that private efforts to supply an adequate 
merchant marine should be supplemented by govern¬ 
ment construction and private operation of the addi¬ 
tional vessels required, or both government owner¬ 
ship and operation when necessary. 

“I do not find in the act any mandate that the Com¬ 
mission must keep in business all operators now serv¬ 
ing essential foreign trade routes. On each of such 
routes we are instructed to arrange, ‘as soon as prac¬ 
ticable’ a permanent and efficient operation. There is 
no instruction to save any present operator from dis¬ 
solution, even though he has previously been kept 
alive with the serum of public money. Our objective 
is the operation, not the operator. Nothing should 
be done for any operator which would delay or pre¬ 
vent the effective consummation of permanent plans 
for the operation ‘as soon as practicable.’ Certainly 
there is no mandate for the Commission to stretch 
its powers and authority so that any private operator 
on such a route heretofore enjoying government aid 
shall continue to receive such aid, even though denial 
of further government aid may result in such opera¬ 
tor’s bankruptcy. On the contrary, the spirit and 
intent of the Act require the Commission to rebuild 
our merchant marine on a SOUND PERMANENT 
FOUNDATION, with government aid extended 
ONLY to solvent, well-financed and well-managed 
operators, and with the Government itself owning 
and supplying the new tonnage that the private ship¬ 
ping industry is unable to furnish. WEAKLY FI- 
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NANCED OPERATORS HAVE NO PLACE IN 
THE PERMANENT LONG RANGE PROGRAM 
MANDATED BY THE MERCHANT MARINE 
ACT OP 1936. They may operate, but not with the 
aids provided by the Act. 

“Of course the Commission is now committed, 
through the current Temporary Operating Differ¬ 
ential Subsidy contract, for the short term of such 
contract, to extend financial aid AS PROVIDED 
THEREIN to this operator, as long as the operator 
maintains and operates the service required therein 
and complies with all of the other terms of that con¬ 
tract. Recent information, however, indicates that it 
is highly improbable that operation of the line can 
be continued much longer, unless extensive ADDI¬ 
TIONAL financial aid is supplied by the Dollar in¬ 
terests or by the Government Under present condi¬ 
tions, I am definitely and positively opposed to the 
GOVERNMENT providing any further funds be¬ 
yond present commitments to this Company, said to 
be on the verge of bankruptcy. I am particularl y and 

especially opposed to advancing tax pa yers * money to 
pay for repairs on privately-owned ships, either in 
this case or in any other case, both because I raise 
the question as to our legal authority to do so, and 
because I consider it ver y bad p olic y whether the 
authority exists or not. I am also opp osed to subor¬ 
dinating our mortg a ges on the sh i ps to enable this 
company to borrow more money; first, because I 
question our legal right t o take such action ; and sec¬ 
ond, because the financial resources of the operator 
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should be made satis factory to the Com m i ssion, not 
through additional governm en t aid , but by the injec¬ 
tion of new private capital. The proper course is for 

the Dollar interests to obtain sufficient new funds to 
enable them to comply with the requirements (includ¬ 
ing necessary tonnage replacements and additions) 
of the Act; otherwise the Commission should proceed 
to accomplish the mandate of the Act independently 
of the Dollar interests. I raise the question whether 
this is not the only LEGAL course open to the Com¬ 
mission under the Act. 

“ Because of all the foregoing considerations, 

“It Is Recommended: 

“1. That Dollar Steamship Company, Inc. be 
promptly notified in writing that the Commission ad¬ 
heres to the terms and conditions heretofore agreed 
upon as prerequisite to the award of a temporary 
subsidy contract and declines to grant any further 
government air beyond that specified in that con¬ 
tract. 

“2. That if the Company fails to comply with the 
temporary subsidy contract by maintaining the serv¬ 
ice and operating its Line, the Acting General Coun¬ 
sel is instructed to institute the necessary legal steps 
to re-possess the Company’s vessels upon which the 
Commission’s mortgages are in default, upon any 
breach of the contract by the Company which would 
permit such repossession proceedings. 

‘ * 3. That Dollar Steamship Company, Inc. be noti- 
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fled in writing that the Co mmi ssion will not approve 
the extension of the existing operating subsidy agree¬ 
ment, unless the Commission is satisfied that the 
Company possesses the necessary financial resources 
to enter upon a ship replacement program and is 
willing to enter into the necessary contracts therefor. 

“4. That the Commission proceed immediately to 
ascertain and determine what ocean services, routes 
and lines from Pacific Coast ports to foreign markets 
are essential for the promotion, development, expan¬ 
sion and maintenance of the foreign commerce of the 
United States, and the type, size, speed and other 
requirements of the vessels which should be employed 
in such services or on such routes or lines. 

“5. That having made the determinations recom¬ 
mended in Paragraph 4, the Commission use its best 
efforts to obtain applications from existing or newly 
organized shipping corporations, which have the sup¬ 
port, financial and otherwise of the domestic commu¬ 
nities primarily interested, for immediate establish¬ 
ment and operation of the lines the Commission has 
deemed essential, with such suitable vessels as may be 
available, and to extend government aid to such ap¬ 
proved operator or operators temporarily, under 
Title VI, upon condition that an appropriate build¬ 
ing program is to be carried out by the operator and 
the Commission under Title V or VII to replace the 
vessels temporarily employed. 

“6. That if the Commission’s efforts as outlined 
in Paragraph 5 do not result within 30 days hereafter 
in substantial encouragement that acceptable ar- 
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rangements can be made for private ownership and 
operation of the Pacific Coast lines deemed essential, 
together with an approved replacement program 
therefor, then the Commission shall so advise the 
President at once and, if he approves, proceed under 
authority of Title VII to have the necessary vessels 
constructed and to establish and maintain the Pa¬ 
cific Coast services and lines determined to be es¬ 
sential. 

/s/ EDWARD C. MORAN, JR. 

Commissioner. ’ ’ 


* * * * * 

By Mr. Harrison: [558] 

Q. Mr. Dollar, I show you a document, which 
is a form letter addressed to Honorable Jesse H. 
Jones, Chairman, Reconstruction Finance Corpora¬ 
tion, with the date April 21, 1938, and I will ask 
you if you recognize the document. A. Yes, 
sir. [559] 

Q. Where did you receive it? A. From 
Mr. Houlihan. 

Q. When? A. April 21. 

Q. 1938? A. 1938. 

Mr. Harrison: May we offer this document in 
evidence? 

Mr. Siegel: My copy, Mr. Harrison, does not 
have the attachments. May I see it? 
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Mr. Harrison: Surely; it is the copy of the 
resolution. 

The Deputy Clerk: Plaintiffs' Exhibit No. 84. 

(The letter dated April 21, 1938, to Mr. 
Jones, heretofore identified as Document No. 
22-17, with attachments, was accordingly 
marked and received in evidence as Plaintiffs' 
Exhibit No. 84.) 


[Plaintiffs' Exhibit 84 reads in part as 
follows:] 

[Handwritten note:] 

Copy to Dave 

716 Transportation Building, 
Washington, D. C. 


April 21,1938. 

Honorable Jesse H. Jones, 

Chairman, Reconstruction Finance Corporation, 
Washington, D. C. 

Sir: 

The Dollar Steamship Lines Inc., Ltd., hereby 
makes application for a loan under the provisions 
of Section 5(d) of the Reconstruction Finance Cor¬ 
poration Act, as amended, in the amount of Two 
Million Dollars, upon the basis of a consolidated 
blanket first mortgage ratably securing your loan 
and the advances for repairs to be made by the 
United States Maritime Commission, and upon the 
other terms and conditions set forth in your letter 
dated April 20, 1938, addressed to Admiral Emory 
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S. Land, Chairman of the United States Maritime 
Commission. 

Very truly yours, 

DOLLAR STEAMSHIP LINES 
INC., LTD., 

By:R. STANLEY DOLLAR, 
President. 

***** 

[Note: Plaintiffs' exhibit 84 also includes (1) a 
letter from Jesse Jones to Admiral Land, which is 
omitted here because it is read into the record as 
plaintiffs' exhibit 90; (2) a letter from Dollar of 
Delaware to the Maritime Commission, which is 
omitted here because with the exception of marginal 
notations it is the same as plaintiffs' exhibit 88; 
and (3) an amortization schedule which reads as 
follows:] 




PLAINTIFFS’ EXHIBIT NO. 
DOLLAR STEAMSHIP LINES INC,, LTI 
AMORTIZATION SCHEDULE 
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By Mr. Harrison: 

Q. Mr. Dollar, I also show you a telegram dated 
April 25, 1938, addressed to R. Stanley Dollar, 
Dollar Steamship Lines, Inc., Ltd., at Washing¬ 
ton, signed “Arthur Poole,” and I will ask you if 
you remember receiving that wire. A. Yes, 
sir. 

Q. And when did you receive it? A. On 
April 25, 1938. 

Q. I call your attention to the notation [560] 
appearing thereon; whose handwriting is that in? 

A. That is in my handwriting. 

Q. Refreshing your recollection with that hand¬ 
writing notation, can you state what you did with 
that telegram? A. I gave Dick Houlihan a 
copy, April 25, 1938. 

Q. And at that time did you also deliver to Mr. 
Houlihan—showing you now document Plaintiffs’ 
Exhibit No. 84, I will ask you whether at the 
same time you signed that document and delivered 
it to Mr. Houlihan? A. Yes, sir. 

Mr. Harrison: These two documents, the rele¬ 
vancy of these two documents, may it please the 
Court, is to show that on the 21st of April Mr. 
Dollar was delivered the final form of application 
for Reconstruction Finance Corporation loan in 
the sum of $2,000,000, and that on the 25th day of 
April that document was signed and delivered to 
Mr. Houlihan. 

We ask that the document 2-P-41, consisting of 
the wire of April 25, be admitted in evidence 
(handing the wire to the deputy clerk). 
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(The telegram dated April 25, 1938, Mr. 
Poole to Mr. Dollar, heretofore identified as 
Document No. 2-P-41, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 85.) 


[Plaintiffs’ Exhibit 85 reads as follows:] 

[Handwritten note:] 

gave Dick H. copy April 25/38 

San Francisco 
April 24, 1938 

R. Stanley Dollar 
Dollar Steamship Lines Inc Ltd 
716 Transportation Building 
Washington D C 

Have Received From Lorber Copies Letter April 
Twenty Jones To Land And Letter Yourself To 
Jones April Twenty First. 

Subsequently I Gave Copies Same Letters To 
Hoover Jackson When And Discussed Application 
With Them. Reference Debt Service Table Page 
One Houlihan Report We Understand Estimate 
Earnings Available For Such Debt Service On 
Twelve Ship Program After Eliminating Some Ele¬ 
ments of Conservatism Should Be Revised Upward 
From One Million Four To One Million Five Sixty 
Seven Account Further Increase Estimated Subsidy 
From Two Million Nine Forty Three To Three 
Million One Ten. 

We Accordingly Approve Your Application And 
Will Support It With Such Actions And Resolu¬ 
tions As May Be Required. 

ARTHUR POOLE 
Charge Dollar Steamship Lines Inc Ltd 
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Mr. Siegel: Mr. Harrison, I understand the 
witness signed the letter to Mr. Jones, and not [561] 
the attachments thereto. 

Mr. Harrison: That is correct. 

By Mr. Harrison: 

Q. But the attachments were with the letter 
when you signed it? Is that correct? A. Yes, 
sir. 

The Court: I assume this is to indicate that the 
witness and the Lines were doing everything that 
both he and the Lines could possibly do to imple¬ 
ment the so-called Houlihan plan, as agreed upon. 

Mr. Harrison: Correct—that they had not only 
done that, but had fully complied with that plan 
and were entitled at that time to the issuance of 
a subsidy agreement, as to which I am about to 
proceed. 

The Court: As Mr. Kennedy said he would do. 

Mr. Harrison: That is correct. 

I referred to Plaintiffs’ Exhibit 83, and I would 
like at this time to call attention to the resolution 
adopted by the Commission itself on the 19th of 
April, 1938, at page 5 of the special session: 

“Chairman Land reported to the Commission 
that he had conferred with Mr. Jones and repre¬ 
sentatives of the Reconstruction Finance Corpora¬ 
tion with regard to the proposed loan to the Dollar 
Steamship Lines, Inc., Ltd., and that Mr. [562] 
Jones w r as not inclined to approve the transaction 
upon the terms set forth in the above-quoted memo¬ 
randum but would probably require the Commis¬ 
sion to subordinate its existing first liens. 

“Thereupon, after further discussion, the Com- 
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mission by 'vea 7 vote of Chairman Land and Com- 
missioner Woodward, Commissioner Moran voting 
'nay 7 , agreed to consent to the Dollar Steamship 
Lines making an application to the Reconstruc¬ 
tion Finance Corporation for a loan of $1,500,000 
upon terms and conditions satisfactory to the Com¬ 
mission and the Reconstruction Finance Corpora¬ 
tion, including subordination of the Commission’s 
mortgages in the event that this form of security 
was required by the Reconstruction Finance Cor¬ 
poration. 7 ' 

Bv Mr. Harrison: 

Q. Mr. Dollar, I show you a document, being 
2-P-39 attached to the stipulation, and being in 
the form of a letter to the United States Maritime 
Commission, Washington, D. C., and I will ask 
you to look at that and see if you recognize the 
document. A. Yes, sir. 

Q. And from whom did you receive the docu¬ 
ment? A. It was from Mr. Houlihan. 

Q. Now I show you another document, number 
2-P-38, attached to the stipulation in this case, dated 
April 23, 1938, addressed to Mr. C. King, [563] 
San Francisco, and signed “J. D. Hopkins”. 

Mr. Siegel : Excuse me, please. Did the witness 
testify as to the date he received the document 
from Mr. Houlihan? 

Mr. Harrison: Not yet. 

By Mr. Harrison: 

Q. Do you recall that letter, Mr. Dollar? 

A. Yes, sir. 

Q. Now, refreshing your recollection from the 
document marked 2-P-38, can you state when you 
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received from Mr. Houlihan the document 2-P-39? 

A. April 25th—April 23rd was the date I got it. 

Q. Thank you. Now, at the time Mr. Houlihan 
delivered this to you, did he request you to sign 
it for Dollar of Delaware? A. What was the 
question, please? 

The Court: At the time Mr. Houlihan delivered 
this document to you, did he request that you sign 
it for Dollar of Delaware? 

The Witness: Yes, sir. 

By Mr. Harrison: [564] 

Q. I show you a document, Mr. Dollar, which is 
similar to the form letter which you received from 
Mr. Houlihan, with certain notations on it, and 
I present the document to you and ask you if you 
recognize the handwriting? A. That is my 
handwriting. 

Q. Refreshing your recollection of that memo¬ 
randum, can you state what you did with the docu¬ 
ment vou received from Mr. Houlihan on the 23rd 
of April? A. I wired San Francisco, for the 
secretary, D. T. Buckley, and sent copies to all 
directors and asked their views. 

Q. Will you state when you did that, Mr. Dol¬ 
lar, if you recall? A. April 25. 

Q. And on the 25th day of April, did you dis¬ 
cuss with Mr. Houlihan changes in the original 

draft? A. Yes, sir. 

Q. And did you advise him of the changes to be 

made? A. Yes, sir. 

Q. And did you agree with Mr. Houlihan on 
what they should be? A. Yes, sir. 

Mr. Harrison: We will offer in evidence, first, 
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document 2-P-38, being the letter of April 23rd, 
identified by the witness. (Handing the letter [565] 
to the deputy clerk.) 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 86. 

(The letter dated April 23, 1938, Mr. Hop¬ 
kins to Mr. King, heretofore identified as docu¬ 
ment No. 2-P-38, was accordingly marked and 
received in evidence as Plaintiffs 7 Exhibit No. 
86 .) 


[Plaintiffs 7 Exhibit 86 reads as follows:] 
Air Mail Letter 

[Stamped]: Received Apr. 25, 1938. 

Washington, D. C., 

April 23, 1938. 

Aero. Special Delivery 
Personal. 

Mr. C. King, 

San Francisco. 

Dear Mr. King: 

Attached is copy of draft of letter which was 
submitted to us today by the Maritime Commission, 
as per our teletype to you of this morning. 

It is Houlihan’s idea that Mr. Dollar reviews 
this letter as he wishes to discuss these features 
with Mr. Dollar Monday pursuant to Mr. Dollar’s 
affixing signature and filing. 

Yours truly, 

/s/ DAVE 

J. D. HOPKINS. 

JDH/epr. 

Enel. 
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Mr. Harrison: And document No. 2-P-39, being 
the original form letter to the United States Mari¬ 
time Commission, identified by the witness. (Hand¬ 
ing the letter to the deputy clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit 87. 

(The document headed “Draft” and addressed 
to the Maritime Commission, heretofore identi¬ 
fied as document No. 2-P-39, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 87.) 

[Except for handwritten notations on plaintiffs’ 
exhibits 87 and 88, the two read the same.] 

Mr. Harrison: And the final form of the same 
document, as testified to by the witness just now. 
(Handing the document to the deputy clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit 88. 

(The document in the form of a communica¬ 
tion addressed to the Maritime Commission 
from Dollar Steamship Lines, was accordingly- 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 88.) 
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[Plaintiffs’ Exhibit 88 reads as follows:] 

[ Printer *s note: Longhand notations are shown in 
italic type] 

DRAFT 

[Marginal Note]: Wired S.F., April 25 for Sec . 
D.T.B. send copy to all directors to ask their views . 

The United States Maritime Commission 
Washington, D. C. 

Attention: Admiral E. S. Land 
Gentlemen: 

Receipt is acknowledged of a copy of the letter 
dated April 20, 1938, of the Reconstruction Finance 
Corporation to the Commission, outlining the terms 
on which the Reconstruction Finance Corporation 
will give favorable consideration to an application 
for a loan to our company up to $2,000,000. We are 
also in receipt of advice that the Commission has 
consented to our company’s making such applica¬ 
tion. 

Since the making of any loan by the Reconstruc¬ 
tion Finance Corporation is contingent upon, among 
other things, this company’s entering into a five- 
year operating-differential subsidy agreement un¬ 
der Title VI of the Merchant Marine Act, 1936, this 
corporation hereby, having previously made appli¬ 
cation therefor pursuant to General Order No. 5 of 
the Commission, now makes the following represen¬ 
tations and undertakings: 

(1) Our corporation will make application to the 
Reconstruction Finance Corporation for a loan 
upon the terms and conditions set forth in the 
aforementioned letter and will comply with all the 
terms and conditions of the resolution of the Recon¬ 
struction Finance Corporation authorizing said 
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loan, including the terms and conditions outlined 
in the aforesaid letter and such other terms and 
conditions as that agency might require. 

(2) Our corporation will, in addition to giving 
the consolidated blanket preferred mortgage on our 
entire operating fleet securing ratably the loan from 
the Reconstruction Finance Corporation and the 
advances for repairs which may be made by the 
Commission, also give as further collaterals of the 
existing indebtedness of our company to the Com¬ 
mission, a junior blanket preferred mortgage on 
said vessels. 

(3) The existing arrangements with respect to 
the use of the shipping assets and personnel of the 
Robert Dollar Company shall be made effective for 
the period of the proposed subsidy agreement with 
the further understanding that this company will 
cause such assets to be transferred to it permanently 
within such reasonable time after the effective date 
of the proposed subsidy agreement (but not later 
than 90 days from the date hereof) as the Commis¬ 
sion may require, and for such consideration, if 
any, as may be satisfactory to the Commission. 
[Marginal Note]: 6 mo 

(4) Our company will enter into arrangements 
with the Anglo California National Bank with re¬ 
spect to its indebtedness amounting to approxi¬ 
mately $1,800,000 after the agreement between us 
dated January 25, 1938, becomes fully effective 
through the delivery of the preferred stock required 
thereby, as follows: The amortization required on 
said balance of $1,800,000 shall be put on an in¬ 
come basis as long as the indebtedness on account 
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of the fresh money aggregating $3,500,000 remains 
unpaid. In determining whether income is available 
for such amortization, there shall be deducted from 
accrued net earnings before depreciation or amor¬ 
tization, the amortization required with respect to 
all loans by governmental agencies on the subsidized 
vessel. The balance shall be available for the amor¬ 
tization of the aforesaid bank loan. 

(5) The said bank’s $250,000 loan on the Presi¬ 
dent Fillmore and President Johnson shall be ex¬ 
tended for one year without amortization require¬ 
ments. Thereafter the bank may resort to its col¬ 
lateral but shall not make any deficiency claim 
against our company until the new money has been 
repaid in full. The Dollar Wharf and Warehouse 
Company and the Dollar Steamship Line (a Cali¬ 
fornia corporation) shall convert their indebtedness 
into capital stock of our corporation upon a basis 
satisfactory to the Commission and within such rea- 
sonable time after the effective date of the proposed 
subsidy agreement (but not later than 90 days from 
the date hereof) as the Commission may require. 
It is understood that the Commission as pledgee of 
the stock of the Dollar Wharf and Warehouse as 
well as the Anglo California National Bank as the 
other pledgee will have to consent to this arrange¬ 
ment. [Marginal Note]: Gov extend 90,000 for J 
yr. 

(6) The amortization requirements with respect 
to the present indebtedness of our company to the 
Commission are to be rearranged in accordance with 
the schedule annexed hereto. 

Except when other provision is made, the fore- 
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going matters will be completed within a reasonable 
time satisfactory to the Commission. 

This communication is delivered to you pursuant 
to the authorization and direction of the Board of 
Directors. 

Very truly yours, 

DOLLAR STEAMSHIP LINES, 
INC., LTD., 

By R. STANLEY DOLLAR, 
President. 


By Mr. Harrison: 

Q. Now, Mr. Dollar, I show you an air mail 
letter dated April 22, 1938, from Washington, D. C., 
addressed to Mr. C. King, San Francisco, and signed 
“J. D. Hopkins,” together with a document [566] 
attached, entitled "United States Maritime Com¬ 
mission Operating-Differential Subsidy Agree¬ 
ment.” I will ask you if you recall the letter and 
the attachment? A. Yes, sir. 

Q. I will ask you where you procured the docu¬ 
ment entitled "United States Maritime Commission 
Operating-Differential Subsidy Agreement.” 

A. From Mr. Houlihan. 

Q. And when? A. April 22nd. 

Q. 1938? A. 1938. 

Mr. Harrison: We will ask that this document 
be marked as an exhibit for the plaintiffs. 

Mr. Siegel: (To Mr. Harrison) Will you fur¬ 
nish the Government a copy? Don't you have an¬ 
other copy? 

The Deputy Clerk: Plaintiffs' Exhibit 89. 
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(The air mail letter, April 22, 1938, with 
attached document entitled “United States 
Maritime Commission Operating - Differential 
Subsidy Agreement,” was accordingly marked 
and received in evidence as Plaintiffs 7 Exhibit 
No. 89.) 

By Mr. Harrison: 

Q. Mr. Dollar, at the time that Mr. Houlihan 
delivered to vou the documents marked as Plain- 
tiffs' Exhibit No. 89, did Mr. Houlihan deliver to 
you any funds on behalf of the Maritime Commis¬ 
sion l [567] A. Yes, sir. 

Q. Can you state what those funds were? 

A. He delivered me a check in the amount of 
about two hundred and—well, it is two hundred 
and eighty-five or two hundred and ninety thousand 
dollars, some place in there. 

Q. That was the balance of funds which the 
Commission had on hand from the insurance pro¬ 
ceeds of the Hoover? Is that correct? 

A. Yes, sir. 

Q. And now, did you have any conversation with 
Mr. Houlihan with reference to the use of those 
funds at that time? 

The Court: Now, the balance in the fund was 
$286,835.59. Was that the amount of the check? 

The Witness: I think it was, Your Honor. 

The Court: Does that refresh your recollec¬ 
tion? 

The Witness: Yes, sir. 

By Mr. Harrison: 

Q. At the time, Mr. Dollar, that these funds 
were delivered to you by Mr. Houlihan, was there 
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any discussion concerning the use which you would 
make of them? A. He told me to use the 
money to pay the 20 per cent payment to the credi¬ 
tors, to the trade creditors. 

Q. And what, if anything, did you say to that? 

A. I told him I did not want to release that 
money to the trade creditors until such time as 
we had our subsidy agreement signed. 

Q. Did you state why you took that position? 

A. I told him I thought it was unfair to the 
creditors to pay that money and take them out of 
a creditor position and put them into a stockholder 
position. In case anything should happen, they 
would lose their position, and I felt it was unfair 
to the creditors to do so; and I wouldn’t agree to 
it. 

Q. Did Mr. Houlihan state whether it was ap¬ 
propriate at that time to sign the subsidy agreement 
that he presented to you ? A. He told me that 
the Maritime Commission could not sign that con¬ 
tract until we had signed it, and I told him, I said, 
“I do not like to release this money and place the 
creditors in a position of that kind.” 

Q. Did Mr. Houlihan state whether the subsidy 
agreement would be signed if you released the funds 
and the shares of stock? A. He told me that 
had been all agreed to, and that it would positively 
be signed. 

Mr. Harrison: At this time we wish to offer in 
evidence document 2-F-37, being the minutes of 
the United States Maritime Commission for [569] 
April 21, 1938. (Handing the minutes to the deputy 
clerk.) 
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The Deputy Clerk: Plaintiffs' Exhibit No. 90. 

(The Maritime Commission minutes of April 
21, 1938, heretofore identified as document No. 
2-F-37, were accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 90.) 

Mr. Harrison: The relevancy of this, may it 
please the Court, is the further action at this time 
of the Maritime Commission before the delivery of 
the subsidy agreement just mentioned, authorizing 
the procedure outlined to Mr. Dollar. It consists 
of a letter from the Reconstruction Finance Cor¬ 
poration, addressed to Admiral Land, as follows: 

“Mv dear Admiral Land: 

“It is the opinion of our Directors that the 
Dollar Steamship Lines, Inc., Ltd., will require 
a loan up to $2,000,000 for the purpose of giving 
the company adequate working capital.” 

Incidentally, may it please the Court, this also 
marked the next step with respect to the million 
and a half dollar loan that had been discussed up 
to the 21st of April, and its increase, as far as the 
RFC was concerned, up to the two million dollars, 
on the 21st— 

4 'Our Directors will give favorable consideration 
to an application for such a loan, with a maturity 
of five years, with interest at the rate of 5% per 
[570] annum, payable semi-annually, upon the fol¬ 
lowing basis: 

“(a) The present existing first mortgage on the 
Dollar Fleet, approximating $7,000,000, are to be 
subordinated by the Maritime Commission to a 
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mortgage or mortgages securing the new funds fur¬ 
nished by the Reconstruction Finance Corporation 
and the Maritime Commission. 

“ (b) The $2,000,000 Reconstruction Finance Cor¬ 
poration working capital loan and the $1,500,000 
Commission repair loan to be secured respectively 
by first and second blanket mortgages on the entire 
fleet, or to be consolidated in one blanket first mort¬ 
gage ratably securing both loans. 

“(c) The Dollar Line to give the Reconstruction 
Finance Corporation, an additional security for its 
loan, an assignment of the subsidy in an amount 
sufficient to provide for the payment of interest 
and semi-annual principal payments of $150,000, 
beg inn ing nine months from the date of advance 
of the Reconstruction Finance Corporation loan. 

“(d) In the event of default, subsidy withheld 
under Section 609 of the 1936 Act is to be applied 
ratably as between the Reconstruction Finance Cor¬ 
poration and the Maritime Commission's new funds, 
provided it is determined that the Reconstruction 
Finance Corporation mortgage is a ‘debt due [571] 
to the United States’ within the meaning of the 
statute. If it is held not to be such a debt then 
the Commission will give the Reconstruction Fi¬ 
nance Corporation priority in liquidation until the 
Reconstruction Finance Corporation receives an 
amount equal to the amount which the Commission 
withholds from the subsidy. After that the proceeds 
derived from liquidation will be divided ratably 
between the Reconstruction Finance Corporation 
advance then outstanding and the unpaid balance 
of the Commission’s repair loan. 
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“ (e) Management is to be acceptable to the Com¬ 
mission and the Reconstruction Finance Corpora¬ 
tion. 

“(f) The making of the Reconstruction Finance 
Corporation loan is dependent upon the Commission 
advancing up to $1,500,000 for repairs. 

“Yours very truly, 

“JESSE H. JONES, 
“Chairman/’ 

“After discussion, by the ‘yea’ vote of Chairman 
Land and Commissioner Wiley, Commissioner 
Moran not voting, the Commission authorized Chair¬ 
man Land to send the following reply to Mr. Jones: 

“ 'Honorable Jesse H. Jones 

Chairman, Board of Directors 

Reconstruction Finance Corporation 

Washington, D. C. [572] 

“ 'My dear Mr. Jones: 

“ 'The L^nited States Maritime Commission has 
consented that Dollar Steamship Lines Inc., Ltd., 
apply to your Corporation for a loan upon the 
basis of a consolidated blanket first mortgage rat¬ 
ably securing the loan to be made by your Corpora¬ 
tion and the advances for repairs to be made by this 
Commission, and upon the other terms and condi¬ 
tions outlined in your letter to me dated April 20, 
1938. 

“Very truly yours, 

E. S. LAND, 

Chairman.’ ” 

Mr. Harrison (continuing): I now wish to offer 
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in evidence the documents which have been identi¬ 
fied by the witness, which may not yet have been 
offered. 

The Court: Do you mean the form letter to Mr. 
Jones under date of April 21, 1938? 

Mr. Harrison: Yes, Your Honor. 

The Court: I think that is in as Exhibit 84. 

Mr. Harrison: May it please the Court, may I 
ask the clerk whether it is true that Exhibit 89 is 
a letter to Mr. C. King, with an attachment con¬ 
sisting of the operating-differential subsidy agree¬ 
ment? 

The Court: That is right. 

Mr. Harrison: Thank you, Your Honor. [573] 
By Mr. Harrison: 

Q. By the way, Mr. Dollar, after your discus¬ 
sions with Mr. Houlihan on the 22nd of April, what 
if any steps did you then take concerning the re¬ 
lease of preferred shares of stock, debentures, and 
cash to trade creditors? A. I finally released 
them. I released them that day. 

Q. That is, April 22nd? Is that correct ? 

A. That is the last day on which we had, under 
our agreements with the trade creditors, and on 
the assurance the agreement would be signed, I 
released it and kept the post office open in San 
Francisco in order to register them as of that date. 

Q. You say that was the last date? Actually, 
Mr. Dollar, you had three more days within which 
to make that delivery, did you not? A. I was 
thinking more of the New York creditors at that 
time. Those letters had to be mailed from San Fran¬ 
cisco so as to be in New York on the 25th. 
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Mr. Harrison: At this time we wish to offer [574] 
in evidence Document 2-G-3, attached to the stipula¬ 
tion, being a wire addressed to Mausshardt, for 
Laughl in, San Francisco, signed “Geaslin” (hand¬ 
ing the copy of telegram to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 91. 

(The telegram of April 25,1938, from Geaslin, 
heretofore identified as Document No. 2-G-3, 
was accordingly marked and received in evidence 
as Plaintiffs’ Exhibit No. 91.) 

Mr. Harrison: This date of April 25 was the last 
date for the delivery of the shares, debentures, and 
cash to the trade creditors. The message from Mr. 
Geaslin to the San Francisco office reads: 

‘‘Please Secure Statement From Dollar Steamship 
Lines Inc Ltd As Follows First That It Has Mailed 
Or Otherwise Delivered To Its Trade Creditors The 
Debentures And Stock Referred To In Paragraph 
One Of The Commissions Letter Of December Ninth 
Nineteen Hundred Thirty Seven In The Amount Set 
Forth In Said Letter As Modified Bv The Com- 
pany’s Letter Of January Seventh Nineteen Hun¬ 
dred Thirty Eight To Chairman Kennedy Together 
With Checks In The Amounts Required By The Re¬ 
spective Trade Creditor Agreements Second That 
It Has Delivered To The Anglo California National 
Bank The Preferred Stock And Cash Required By 
The Agreement Referred To In Paragraph Two Of 
The December Ninth Letter Third That It [575] 
Has Disposed Of Its Intercompany Indebtedness In 
The Marnier Set Forth In Paragraph Six Of The 
Aforementioned December Ninth Letter Fourth 
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That All Debentures And Preferred Stock Have 
Been Issued Pursuant To Proper Corporate Pro¬ 
ceedings Taken Bv Its Directors And Cash Or 

•/ 

Stockholders And Under Permit Obtained From 
Proper California Authorities Please Supplement 
This By A Statement From Yourself That The 
Proper Corporate Proceedings Have Been Taken 
Under Your Supervision That The Debentures and 
Preferred Stock Comply With The Provisions Of 
The Agreements Under Which They Were Issued 
And That Permit From The Proper California Au¬ 
thorities Has Been Obtained For The Issuance Of 
The Stock And Debentures/' 

At this point we wish to offer stipulation Article 
2, paragraph G, page 15, line 3: 

“Document 2-G-3 is a telegram of April 25, 1938, 
from Bon Geaslin, General Counsel of the United 
States Maritime Commission, to Mr. Reginald S. 
Laughlin, and sent at 3:12 P.M. Washington, D. C. 
time. Mr. Laughlin’s capacity is described elsewhere 
in this stipulation.” 

At this time we wish to offer in evidence the min¬ 
utes of the United States Maritime Commission for 
April 26, 1938, being Document 2-F-39, at- [576] 
tached to the stipulation of facts (handing the min¬ 
utes to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 92. 

(The Maritime Commission minutes of April 
26, 1938, heretofore identified as Document No. 
\ 2-F-39, were accordingly marked and received 

in evidence as Plaintiffs’ Exhibit No. 92.) 
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Mr. Harrison (reading): 

“Mr. Radnor submitted for the consideration of 
the Commission a proposed letter from the Dollar 
Steamship Lines, Inc., Ltd., to the Commission, set¬ 
ting forth undertakings which the Dollar Company 
would agree to fulfill in the event that the Commis¬ 
sion granted a five-year subsidy. He stated that the 
letter embodied the suggestions set forth in the mem¬ 
orandum from the Long Range Subsidy Committee, 
dated April 5, 1938, in which the committee pointed 
out that certain concessions might be obtained from 
Mr. Dollar during course of negotiations. 

“Commissioner Truitt pointed out that all the 
commitments contained in the letter of December 9, 
1937, from Chairman Kennedy to the Dollar Steam¬ 
ship Lines, Inc., Ltd., have been complied with ex¬ 
cept the one referring to the Matson agreement, and 
that this matter was now being investigated by the 
Division of Regulation. He gave the opinion, [577] 
therefore, that the only urgent problem facing the 
Commission was the revision of the subsidy percent¬ 
ages in the temporary contract to conform to the in¬ 
formation obtained by the Commission’s representa¬ 
tives in San Francisco.” 

Mr. Harrison (continuing): Thereupon— 

“Mr. Haag presented for the consideration of the 
Commission a set of revised operating-differential 
percentages for the route served by the Dollar Steam¬ 
ship Lines, Inc., Ltd. He explained that these figures 
were taken from current operations of both Ameri¬ 
can and foreign flag lines and that in his opinion in¬ 
formation obtained by the exchange of confidential 
data with Japanese and British steamship operators 
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was very reliable, and that the percentage allowances 
represented a reasonably accurate estimate of the 
differential in operating costs between American and 
foreign flag ships in the Pacific service. 

'‘After discussion, by the unanimous 'yea’ vote of 
the members present, the Commission agreed to ac¬ 
cept the differential percentages presented by Mr. 
Haag. 

"Messrs. Haag and Curtin withdrew from the 
meeting at 4:20 P.M. 

"The Commission then resumed discussion of the 
provisions of the proposed letter from the Dollar 
Steamship Lines, Inc., Ltd., to the Commis- [578] 
sion. During the course of the discussion it developed 
that the members of the Long-Range Subsidy Com¬ 
mittee had discussed with Mr. Dollar the possibility 
of pledging certain securities held by the Dollar in¬ 
terests as security for the proposed subordination of 
the mortgages held by the Commission, but no com¬ 
mitments had been made. It was the sense of the Com¬ 
mission that Mr. Dollar be informed that the Com¬ 
mission was unwilling to grant a five-year operating- 
differential subsidy agreement unless stock control 
of the Dollar Steamship Lines, Inc., Ltd., was de¬ 
posited with the Commission or its nominees.” 


[The remaining paragraph of Plaintiffs’ Ex¬ 
hibit 92 reads as follows:] 

Thereupon, by the unanimous "yea” vote of the 
members present, the Commission directed Mr. Rad- 
ner to notify Mr. R. Stanley Dollar of the Commis¬ 
sion’s position and to report thereon at the next 
meeting of the Commission. 
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Mr. Harrison: At this time, may it please the 
Court, we wish to offer in evidence on behalf of the 
plaintiffs a memorandum signed “Edward C. Moran, 
Jr., Commissioner,” to the United States Maritime 
Commission, dated April 23,1938 (handing the docu¬ 
ment to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 93. 

Mr. Siegel: With respect to thife document, [579] 
number one, it refers to an attachment which in our 
opinion should go in with the document, if the docu¬ 
ment should go in; and, secondly, we take the same 
position we have heretofore taken with like docu¬ 
ments, that the mere statement by a member of the 
Commission as to what may be done is not binding 
upon the Commission until it is adopted by the Com¬ 
mission. I understand our position is preserved, 
Your Honor. 

The Court: Your position is very clear and is 
preserved. 

(The document, dated April 23, 1938, ad¬ 
dressed to the Maritime Commission from Com¬ 
missioner Moran, heretofore identified as Docu¬ 
ment No. 19-8, was accordingly marked and re¬ 
ceived in evidence as Plaintiffs’ Exhibit No. 
93.) 

Mr. Harrison: The attachment is already in, may 
it please the Court; so there is no use putting it in 
again— 

“The attached memorandum was prepared on 
April 4, 1938, for presentation to the Commission, 


vs. Emory S. Land, et at 


861 


setting- forth my views as to Commission policy to¬ 
ward Dollar Steamship Line, Inc. 

“Subsequently Messrs. Houlihan (Director of Di¬ 
vision of Finance) and Wilcox (Director of Division 
of Operations and Traffic) after investigation on the 
West Coast presented their proposal which was 
adopted by the Commission without my vote. Upon 
several occasions my views as expressed herein have 
been presented orally to the Commission. This [580] 
memorandum is now placed on the docket (1) with 
recommendation that it be referred to the Long- 
Range Subsidy Committee for consideration in the 
most unlikely event that the plan approved by the 
Commission should for any reason fail to be executed, 
and (2) with request that it be placed in the Min¬ 
utes' record of special meeting of April 19, 1938, 
immediately following the Commission vote on the 
Houlihan-Wilcox plan as an explanation of my not 
voting for that proposal.’’ 

We now offer in evidence the minutes of the Mari¬ 
time Commission for April 27, 1938 (handing the 
minutes to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 94. 

(The Maritime Commission minutes of April 
27, 1938, heretofore identified as Document No. 
2-F-40, were accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 94.) 

Mr. Harrison (reading): 

"Mr. Radner reviewed the course of negotiations 
with Mr. R. Stanley Dollar with regard to the ques¬ 
tion of relinquishing voting control of Dollar Com- 
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pany stocks. He pointed out that Messrs. Houlihan 
and Wilcox had discussed this matter with Mr. Dol¬ 
lar in San Francisco, and that upon their return the 
matter had been given further consideration by mem¬ 
bers of the Long-Range Subsidy Committee [581] 
and it had been suggested in the Committee’s mem- 
orandum dated April 5, 1938, as a possible conces¬ 
sion to be obtained from Mr. Dollar. He pointed out, 
however, that the Long-Range Subsidy Committee 
did not consider that this should be a condition pre¬ 
cedent to the granting of a subsidy, in view of the 
fact that the only justification for carrying out the 
Wilcox and Houlihan plan was the preservation of 
the American flag in the trans-Pacific service. 

“Mr. Radner then notified the Commission that 
pursuant to action taken at the special meeting of 
April 26, 1938, he had reported the wishes of the 
Commission to Mr. Dollar. He stated that Mr. Dollar 
replied that the major issue involved was the question 
of the Commission’s confidence in him and that the 
demands of the Commission indicated that this con¬ 
fidence was lacking. Mr. Radner then presented the 
following letter, dated April 27, 1938, which was re¬ 
ceived from Mr. Dollar in response to the Commis¬ 
sion's demand that stock control of the Dollar Steam¬ 
ship Lines, Inc., Ltd., be deposited with the Com¬ 
mission.’' 

By Mr. Harrison: 

Q. I will ask you, Mr. Dollar, whether you did 
have a meeting with Mr. Radner on the 26th of 
April, 1938. A. Yes, sir. 

Q. And what did Mr. Radner state to you [582] 
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at that time? A. He told me he wanted a vot¬ 
ing control of the stock. 

Q And what was your statement to Mr. Radner, 
if any ? A. I told Mr. Radnor I didn’t have 
the power to give it to him. 

Q. And at that time was there a discussion con¬ 
cerning the preparation of a letter expressing your 
position ? A. He suggested we prepare a let¬ 
ter. 

Q. And who prepared the letter? A. Mr. 
Radnor. 

Q. T show you the minutes of April 27, 1938, of 
the Maritime Commission, being Exhibit 94 for the 
plaintiffs here, and I will ask you to look this and 
state whether or not the letter appearing therein is 
the one prepared? A. Yes, sir. 

Q. And was that delivered to Mr. Radner by you 
and signed by you? A. Yes, sir. 

Mr. Harrison: The letter to the United States 
Maritime Commission, April 27, 1938— 

‘‘Washington, D. C., Gentlemen: 

“At a conference last evening with the Long Range 
Subsidy Committee I was advised that the Commis¬ 
sion demanded the stock control of the Dollar Steam¬ 
ship Linccs, Inc., Ltd., of Delaware, be uncondi¬ 
tionally deposited with you as a condition pre- [583] 
cedent to the granting of a five-year Operating Dif¬ 
ferential Subsidy Agreement. 

“As you are aware, it is not within the power of 
the undersigned to deliver stock control of this com¬ 
pany. It is necessary for me to submit your demands 
to my associates, creditors, preferred anc common 
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stockholders, for their consideration, and it is re¬ 
quested that I be furnished with copy of the proposed 
agreement covering the deposit of this stock with you 
in order that the same mav be furnished to the cred- 
itors and stockholders of this company. 

“You are also aware that the Dollar Steamship 
Line of California owns a substantial interest in the 
company and it is quite likely the directors of that 
company will also desire to submit this matter to its 
stockholders for consideration, together with a copy 
of the pledged agreement. 

“It is my understanding if the stock is to be 
pledged that it is for voting control only, without 
power of sale under any circumstances. 

“You appreciate that time is the essence of this 
transaction. 

“Yours truly, 

“Dollar Steamship Lines, Inc., Ltd., 
“By R. Stanley Dollar, 

“President. 

“Mr. Radner gave the opinion that Mr. [584] 
Dollar would be unwilling to relinquish control of 
his stock in the Dollar interests for the purposes of 
sale, but might pledge a voting control, at least for 
the purposes of electing directors. 

“D. F. Houlihan, Director of Finance, submitted 
for the consideration of the Commission a financial 
statement of the cash position of the Dollar Steam¬ 
ship Lines, Inc., Ltd., which indicated that there 
would be a very small cash balance on the 2nd of May 
and that the company would have great difficulty in 
continuing its operations unless some method was 
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found for releasing subsidy payments or otherwise 
providing the company with immediate funds. He 
reiterated the point of view previously expressed 
that the Commission should not have permitted all 
the conditions set forth in the December 9 letter to 
be fulfilled unless it intended to enter into a perma¬ 
nent contract with the Dollar Company. Commis¬ 
sioner Truitt expressed the opposite point of view 
that the Commission was bound to fulfill all the terms 
of the December 9 letter and that, having done so, 
the granting of a long-term subsidy presented an en¬ 
tirely new problem. He stated that the original re¬ 
port as submitted by Messrs. Houlihan and Wilcox 
did not indicate that it would be necessary for the 
Commission to subordinate its mortgages in [585] 
order for the Dollar Company to obtain working 
capital from the Reconstruction Finance Corpora¬ 
tion. In view of this radical departure from condi¬ 
tions prevailing on April 5, 1938, when this matter 
was previously discussed, Commissioner Truitt 
stated that the Commission should take the utmost 
precaution to protect its position by securing the 
pledge of stock held by the Dollar interests as se¬ 
curity for the Commission’s mortgages. 

“Messrs. Wilcox, Houlihan, Radner, Goertner, 
Lawrence, and Aulsbrook withdrew from the meet¬ 
ing at 3:15 P.M. 

“The Commission continued discussion of the 
foregoing subject. 

“Thereupon it was agreed, by the unanimous ‘yea’ 
vote of the members of the Commission present, that 
a letter should be drawn up for submission to Mr. 
Dollar, setting forth in detail the terms and condi- 
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tions under which the Commission would enter into a 
five-year operating-differential subsidy agreement.” 

Mr. Harrison (continuing): We now offer in evi¬ 
dence the minutes of the United States Maritime 
Commission special meeting, April 28,1938 (handing 
the minutes to the deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit No. 95. 

(The minutes of Maritime Commission [586] 
special meeting April 28, 1938, heretofore iden¬ 
tified as Document No. 2-F-41, was accordingly 
marked and received in evidence as Plaintiffs’ 
Exhibit No. 95.) 

By Mr. Harrison: 

Q. Mr. Dollar, I show you a document marked 
Plaintiffs' Exhibit 95, consisting of the minutes of 
the United States Maritime Commission for April 
28,1938, and particularly to a form of letter appear¬ 
ing therein addressed to Dollar Steamship Lines, 
Inc., Ltd., Dollar Building, San Francisco, attention 
Mr. R. Stanley Dollar. I will ask you if you will look 
at the copy of that letter as it appears in the min¬ 
utes and state whether you received the original 
thereof. A. Yes, sir. 

Q. Will you state when you received it? 

A. On April 28. 

Q. And from whom did you receive it? 

A. Admiral Land. 

Q. Will you state what occurred in connection 
with the delivery of the original of that letter to you? 

A. Admiral Land sent for me. I went to his of¬ 
fice. And he gave me this letter, and I started to read 
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it, and he said, “There is no use of reading it now.” 

I said, “I might want to discuss it with you.” 

And he said, “No, I don’t want to discuss it with 
you. You take it and read it.” [587] 

So I took it up to the office and read it. 

Q. Now, did you see Admiral Land or attempt to 
see him after that, Mr. Dollar ? A. Yes, I tried 

to see Admiral Land, but he wouldn’t see me after 
he gave me this letter. 

Q. When did you return to San Francisco? 

A. Shortly thereafter. 

Q. By the way, Mr. Dollar, have you ever had 
any conference on the subject of Dollar of Delaware 
matters with Admiral Land prior to the 28th of 
April, 1938? A. No, sir. 

Q. And have you had any since with Admiral 
Land concerning the problem? A. No, sir. 


[Plaintiffs’ Exhibit 95 reads in part as fol¬ 
lows :] 

PROCEEDINGS OF THE UNITED STATES 
MARITIME COMMISSION 

April 28, 1938. 

(Special Meeting) 

* * * * * 

The Commission resumed its discussion of the 
Dollar Line situation. It was pointed out that under 
the terms of the operating-differential subsidy 
agreement dated January 25, 1938, provision was 
made for increasing the percentage allowances on 
the various subsidized items if it were clearly es- 
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tablished that the actual amount of the differential 
with respect to any item exceeded the percentage 
stated in the contract by more than 2% of the cost 
of such item to the applicant. It was further pointed 
out, as set forth in the minutes of the special meet¬ 
ing of the Commission on April 26, 1938, that re¬ 
vised operating-differential percentages had been 
prepared by the Division of Research on the basis 
of confidential data and information recently ob¬ 
tained on the Pacific Coast. 

Thereupon, by the unanimous “yea” vote of the 
members present, the Commission adopted the fol¬ 
lowing resolution: 

“Whereas, upon the reports and recommenda¬ 
tions of its technical experts, the Commission has 
found and determined that the items and differen¬ 
tial percentages applicable thereto, hereinafter set 
forth, are fair, reasonable, and proper in their ap¬ 
plication to the performance by Dollar Steamship 
Lines, Inc., Ltd., under its operating differential 
subsidy agreement with this Commission dated Jan- 
uary 25, 193S, and as authorized by the Merchant 
Marine Act of 1936. 

“Be It Resolved, that Section 28 of the Operating 
Differential Subsidy Agreement between Dollar 
Steamship Lines, Inc., Ltd., and the Commission, 
dated January 25, 1938, be amended by the deletion 
of the schedule therein contained relating to the 
items and percentages for the determination of 
the operating differential subsidy and that in lieu 
thereof the following schedule be substituted, to 
become effective in accordance with the terms of 
that agreement: 
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and that the Chairman be and he hereby is autho¬ 
rized to execute on behalf of the Commission an 
amendment to the said agreement giving effect to 
the schedule hereinabove in this resolution set forth.” 

In accordance with Commission action of April 
27, 1938, there was presented a proposed letter to 
the Dollar Steamship Lines Inc., Ltd., setting forth 
the terms and conditions upon which the Commis¬ 
sion might grant the Company a five-year operating- 
differential subsidy. 

After a full discussion of the above-mentioned 
letter, by the “yea” vote of Chairman Land and 
Commissioners Truitt and Woodward, Commis¬ 
sioner Wiley voting “nay”, the Commission autho¬ 
rized the Chairman to send the following letter to 
the Dollar Steamship Lines Inc., Ltd.: 

“Dollar Steamship Lines Inc., Ltd. 

Dollar Building 

San Francisco, California 

Attention: Mr. R. Stanley Dollar 
“Gentlemen: 

“The Commission has been giving consideration 
to the terms and conditions upon which it would be 
justified in granting your company a five-year oper¬ 
ating differential subsidy agreement under Title VI 
of the Merchant Marine Act, 1936. 

“We understand that your Company has fulfilled 
the terms and conditions incident to the granting 
to your Company of the temporary six-months oper¬ 
ating differential subsidy agreement, effective Jan- 
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uary 25, 1938. By virtue of the consummation of 
the financial adjustments upon which such tempo¬ 
rary subsidy agreement was predicated we under¬ 
stand that there has been a reduction in the out¬ 
standing indebtedness of your Company of over 
Four Million Dollars. You will recall that Chairman 
Kennedy in speaking of the temporary subsidy 
agreement pointed out, both in private conferences 
and in public utterances in San Francisco that: 
‘This is not to be regarded as a permanent or satis¬ 
factory solution of the Dollar situation 7 . He fur¬ 
ther pointed out that your Company would, as a 
prerequisite to any permanent or satisfactory solu¬ 
tion, have to obtain new capital funds sufficient 
both to make possible a replacement program and 
to supply sufficient working capital for long-term 
operations. Your Company has been unable to raise 
the necessary funds from private sources in your 
local community sufficient to meet either of these 
objectives and consequently it has sought a working 
capital loan from the Reconstruction Finance Cor¬ 
poration. Such an RFC loan would not, however, 
provide the necessary funds for a replacement pro¬ 
gram. 

“The RFC has indicated to this Commission its 
willingness to make such a working capital loan 
only on condition however that it have as security 
for said loan a first mortgage on your operating 
fleet. To enable your company to accomplish this 
financing, it would be necessary for this Commis¬ 
sion to subordinate its present First Preferred Ship 
Mortgages securing your company’s indebtedness 
to this Commission of approximately Seven Million 
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Dollars. In addition, the RFC would require that 
this Commission advance approximately One and 
One-half Million Dollars for ship repairs, the major 
portion of such repairs being a consequence of un¬ 
der maintenance over a period of years. 

“Notwithstanding your inability presently to ini¬ 
tiate any replacement program, but with a view that 
these important services from the West Coast may 
be maintained without interruption, the Co mmi ssion 
will carry out a program contemplating the fol¬ 
lowing : 

(a) The granting by this Commission of a 5-vear 
operating differential subsidy contract which, among 
other things, will provide initially for subsidy upon 
the following items and in the following percent¬ 
ages: 



Percentage of Differential 



Line A 

Line B 

Items 

Coolidge 

535’s 


Wages of officers and crew 

. 64.7% 

63.4% 

60.9 % 

Subsistence of officers and 

crew. 54.63% 

57.6% 

52.7% 

Subsistence of passengers.. 

. 9.03% 

8.85% 

9.74% 

Maintenance (meaning < 

;xpendable 




equipment, stores and supplies, but 

not fuel) . 23.73% 

Repairs—shore gang labor. 70.27% 

Contract repairs not compensated by 
insurance (including self-insured 

repairs) . 67.26% 

Hull insurance.-. 45% 

P. & I. Insurance. 33j^% 


23.56% 21.72% 
71.82% 70.60% 


67.08% 65.37% 
35% 35% 

33 y 3 % 33 


On the basis of an operating fleet of twelve ves¬ 
sels and upon the foregoing initial percentages, it 
is estimated that the total subsidy to accrue to 
your company annually under such a contract would 
be $3,000,000 or about $15,000,000 for the 5-year 
term. 
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(b) Making of a loan by RFC up to $2,000,000 
for working capital purposes. 

(c) Advancing by this Commission of approxi¬ 
mately $1,500,000 for repairs on subsidized vessels. 

(d) Subordination by the Commission of its First 
Preferred Ship Mortgages, securing your company’s 
present indebtedness to this Commission to both the 
RFC loan and the advances for repairs, together 
with the rearrangements of amortization require¬ 
ments as set forth in Exhibit 2; but only on full 
and prompt performance of the following condi¬ 
tions: 

“1. Dollar Steamship Lines Lnc., Ltd., (herein¬ 
after sometimes called ‘applicant’) will proceed 
with its application to the RFC for the loan of 
$2,000,000 upon the terms and conditions set forth 
in the letter of RFC addressed to the Commission 
dated April 20, 1938, a copy of which is attached 
hereto as Exhibit 1. The applicant will comply with 
all the terms and conditions of the resolution of 
the RFC authorizing said loan, including the terms 
and conditions outlined in the aforementioned letter 
and such other terms and conditions as that agency 
may require. 

“2. The applicant will, in addition to giving the 
Consolidated Blanket First Preferred Ship Mort¬ 
gage on its entire operating fleet, securing ratably 
the RFC loan and the advances for repairs which 
may be made by the Commission, also give as addi¬ 
tional security for the existing indebtedness to the 
Commission of approximately $7,000,000 (presently 
secured by individual First Preferred Ship Mort- 
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gages on the several operating vessels) a junior 
Blanket Preferred Ship Mortgage on all of said 
vessels. 

“3. The existing arrangements with respect to 
the use of the shipping assets and personnel of The 
Robert Dollar Company shall be made effective for 
the period of the proposed subsidy agreement with 
the further covenant that the applicant will cause 
such assets to be transferred to it permanently 
within such reasonable time after the effective date 
of the proposed subsidy agreement (but not later 
than six months from the date thereof) as the Com¬ 
mission may require, and for such consideration, 
as may in the opinion of the Commission be fair and 
reasonable. 

“4. The Anglo California National Bank’s $250,- 
000 loan on the President Fillmore and President 
Johnson shall be extended for one year without 
amortization requirements. Thereafter the bank may 
resort to its collateral but shall not make any defic¬ 
iency claim against the applicant until the new 
money secured by said Consolidated Blanket First 
Preferred Ship Mortgage has been repaid in full. 
The Dollar Wharf and Warehouse Company and 
the Dollar Steamship Line (a California corpora¬ 
tion) shall convert applicant’s indebtedness to them 
(together with all accrued and future interest 
thereon) into capital stock of applicant upon a 
basis satisfactory to the Commission and within 
such reasonable time after the effective date of the 
proposed subsidy agreement (but not later than 90 
days from the date thereof) as the Commission may 
require. It is understood that the Commission as 
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pledgee of the stock of the Dollar Wharf and Ware¬ 
house Company as well as the Anglo California Na¬ 
tional Bank as the other pledgee will consent to 
this arrangement. 

“5. The amortization requirements with respect 
to the present indebtedness of applicant to the Com¬ 
mission are to be rearranged in accordance with 
the schedules annexed hereto as Exhibit 2. This 
rearrangement of amortization requirements in¬ 
cludes the extension of the indebtedness on the 
President Johnson and President Fillmore from 
July 25, 1938, to July 25, 1939. 

“6. The applicant shall also give as additional 
security for its present indebtedness to the Com¬ 
mission the following: 

(a) A pledge of $50,000 face value United States 
Liberty Bonds subject only to the existing prior 
pledge to the Matson Navigation Company. 

(b) Pledge of a certain note receivable of J. W. 
Boring referred to in your Balance Sheet as of 
October 31, 1937, and valued therein at approxi¬ 
mately $94,000. 

(c) Assignment of all right, title and interest of 
the applicant in and to the proceeds of liquidation 
of Pacific Steamship Lines, Ltd. 

“7. Dollar Steamship Line, a California corpo¬ 
ration, is to guarantee payment of the principal and 
interest of the existing indebtedness to the Com¬ 
mission, which indebtedness would become subordi- 
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nated. Such guarantee is to be secured by the fol¬ 
lowing: 

(a) All the stock of applicant (represented to 
be 1,870,210 shares of B Stock) held by Dollar 
Steamship Line (a California corporation) and 

(b) The entire capital stock of Dollar Steamship 
Lines, Ltd (Hong Kong), a British corporation. 

“8. A similar guarantee is to be furnished by 
The Robert Dollar Company which guarantee shall 
be secured by the following: 

(a) All of its holdings in Heintz and Kauffman, 
Ltd., represented to be 2,913 shares. 

(b) All of its holdings in Globe Wireless, Ltd., 
represented to be 5,840 shares of common stock. 

(c) Pledge, mortgage, or assignment of all right, 
title and interest which The Robert Dollar Com¬ 
pany holds, directly or indirectly, in and to The 
Robert Dollar Building in San Francisco, in which 
applicant’s principal offices are situated, subject 
only to presently existing liens. 

(d) All of The Robert Dollar Company’s hold¬ 
ings in the Class A and Class B stocks of the appli¬ 
cant represented to be 2,075 shares of the Class A 
stock and 227,789 shares of the Class B stock. 

(e) All of The Robert Dollar Company’s holdings 
of stock in Dollar Steamship Line, a California cor¬ 
poration, represented to be 42,994 shares of com¬ 
mon stock. 

(f) Assignment of all right, title and interest of 
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The Robert Dollar Company in and to the proceeds 
of liquidation of Pacific Steamship Lines, Ltd. 

“9. Similar Guarantee by R. Stanley Dollar, in¬ 
dividually. to be secured by the following: 

(a) All of his holdings in the stock of The Robert 
Dollar Company, represented to be 12,865 shares 
of common stock, together with sufficient additional 
shares of said stock so that in the aggregate there 
shall be pledged as security a majority of the out¬ 
standing voting stock of said company. 

(b) All of his stock holdings in the applicant 
[i.e. Dollar of Delaware'] represented to be 35,380 
shares of class A stock, subject to prior pledge. 

(c) All of his stock holdings in the Dollar Steam¬ 
ship Line, a California corporation, represented to 
be 5.69S shares of common stock. 

“10. A similar guarantee by Estand, Inc., se¬ 
cured by all of the capital stock of the Olympic Re¬ 
fining Company and approximately 25 per cent of 
the stock of Admiral Orienfial Line, the obligation 
of said guarantor, however, to be limited to the 
collateral. 

“With respect to any and all property pledged as 
collateral or sub-collateral, as required by the terms 
of this letter, the instruments of pledge shall be in 
form and substance satisfactory to the Commission. 
Such instruments of pledge in the case of stocks of 
the applicant (including any shares which are herein 
stated to be subject to prior pledge) shall provide 
for the exercise of voting rights irrespective of 
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whether or not the obligation which they secure is 
in default. With respect to all of the other pledged 
stocks referred to herein, the Commission shall be 
entitled to exercise voting rights with respect 
thereto only on default of any of the obligations of 
the applicant; Provided, however, that no transfer 
of any substantial part of the assets of the company 
whose stocks are pledged hereunder shall be made 
unless the Commission prior thereto has indicated 
in writing that it has no objection to such proposed 
transfer. 

“The operating differential subsidy agreement is 
to contain provisions, among others, substantially 
equivalent to those set forth in Articles 41, 43 and 
44 of the temporary subsidy agreement now in ef¬ 
fect, dated January 25, 1938. 

“All collateral or sub-collateral, or the avails 
thereof, required to be pledged under this letter, 
shall be released upon payment in full of the in¬ 
debtedness secured by the First Consolidated Blan¬ 
ket Preferred Ship Mortgage, except such part of 
the collateral and sub-collateral as consists of stock 

i 

of the applicant and except the junior Blanket Pre¬ 
ferred Ship Mortgage required in paragraph num¬ 
bered 2 hereof. 

“In the event of any substantial failure to comply 
with the terms and conditions herein specified, re¬ 
gardless of whether such failure is caused by the 
applicant, or by any other person, the Commission 
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will be under no obligation whatsoever to cany out 
the program outlined herein. 

Very sincerely yours, 

E. S. LAND, 

Chairman.” 


Exhibit 1 refened to in the foregoing letter is 
spread in the minutes of the meeting of April 21, 
1938. 

Exhibit 2 refened to in the foregoing letter is as 
follows: 


“EXHIBIT ‘2’ 

Participating Blanket 
Preferred Mortgage 

R.F.C. Loan (Working Capital Loan) Per Year 



(Feb.) 

(Aug.) 


1939 _ 

_ 150,000 

150,000 

300.000 

1940 . 

_ 150,000 

150,000 

300,000 

1941 _ 

_ 150,000 

150,000 

300,000 

1942 _ 

. 150,000 

150,000 

300,000 

1943 _ 

_ 150,000 

650,000 

800,000 


Participating Blanket 
Preferred Mortgage 


1938 


1940 _ 

1941 _ 

1942 _ 

1943 


For Year 


(Feb.) 

(Aug.) 


.... 150,000 

150,000 

300,000 

_ 150,000 

150,000 

300,000 

.... 150,000 

150,000 

300,000 

_ 150,000 

150,000 

300,000 

~ 150,000 

150,000 

300,000 
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* * * * » 

Mr. Harrison (continuing): We now wish [597] 
to introduce, from Document 2-G-10, being the report 
of Commissioner Truitt in evidence Here, from page 
42, and commencing at the top of the page: 

“In the meantime there had been discussions be¬ 
tween members of the staff and Mr. Dollar with re¬ 
gard to certain additional conditions contemplated 
by the plan to be met by the Dollar interests, includ¬ 
ing particularly the pledging of the voting stock. It 
was reported to the Commission on April 26 that 
‘members of the Long Range Subsidy Committee had 
discussed with Mr. Dollar the possibility of [598] 
pledging certain securities held by the Dollar in¬ 
terests as security for the proposed subordination of 
the mortgages held by the Commission but no com¬ 
mitments had been made.’ The minutes of that day 
set forth: 

“ ‘It was the sense of the Commission that Mr. 
Dollar be informed that the Commission was unwill¬ 
ing to grant a five-year operating differential agree¬ 
ment unless stock control of the Dollar Steamship 
Line, Inc., Ltd., was deposited with the Commission 
or its nominee.’ 

“The Commission having been informed on April 
27, 1938, that the Dollar interests were unwilling to 
pledge their stock but were considering at most a 
transfer of voting control, at least for the purposes 
of electing directors, the Commission directed that 
a letter be drawn up for submission to Mr. Dollar 
setting forth in detail the minimum terms and condi¬ 
tions under which the Commission would enter into 
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the permanent subsidy agreement. On the following 
day the letter which had been prepared under the 
supervision of Commissioners Truitt and Woodward 
was presented to the Commission." 

And, again, the last sentence in the first paragraph 
on page 43: 

“ These conditions, speaking generally, [599], 
called for the pledge by the Dollar interests of all 
the collateral which it was thought was available as 
security for the indebtedness to be subordinated. 
These conditions also had as an objective the secur¬ 
ing of firm voting control to be exercised if trouble 
arose." 

Mr. Harrison (continuing) : At this point we wish 
to offer in evidence the minutes of Dollar of Dela¬ 
ware, May 13, 1938, being Document 2-A-12 of the 
stipulation of facts on file, to be marked as plaintiffs’ 
exhibit next in order (handing the minutes to the 
deputy clerk). 

The Deputy Clerk: Plaintiffs’ Exhibit 96. 

Mr. Siegel: This offer, Mr. Harrison, I think is 
clearly covered by your previous statement with re¬ 
spect to the minutes of Dollar of Delaware, 

Mr. Harrison: My previous statement covers all 
the offers with respect to the minutes of Dollar of 
Delaware. 

(The minutes of board of directors meeting of 
Dollar Steamship Lines, Inc., Ltd., May 13,1938, 
heretofore identified as Document No. 2-A-12, 
were accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 96.) 
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Mr. Harrison: On the third paragraph of the first 
page of this minute, there is a statement by Mr. R. 
Stanley Dollar: [600] 

'‘The Chairman then called the attention of the 
Board to the fact that while in Washington he had 
been requested to address a letter on behalf of this 
company to the Chairman of the Reconstruction Fi¬ 
nance Corporation, which letter had been prepared 
by the United States Maritime Commission, the same 
being an application for a loan of two million dol¬ 
lars from that body to this company, on the terms in 
that letter referred to, as well as on the terms re¬ 
ferred to in a letter of April 20, 1938, addressed by 
the Chairman of the Reconstruction Finance Cor¬ 
poration to the Chairman of the Maritime Commis¬ 
sion. The President further stated that he thereupon 
requested the members of this Board individually to 
approve such action, and had requested them to 
ratify such action when approved; that he thereafter 
delivered the letter referred to, the same bearing date 
of April 21, 1938. The Secretary thereupon read the 
said letter, and also the letter of the Chairman of the 
Reconstruction Finance Corporation to the Chair¬ 
man of the Maritime Commission.” 

And on page 3 of the minutes the following trans¬ 
pired—and this is a statement by the Chairman, Mr. 
R. Stanley Dollar: 

"Thereupon the Chairman stated that he felt it 
desirable that he make a report of his negotiations 
in Washington with regard to a long term subsidy, 
and the conclusions arrived at. This report, reading 
as follows, was in writing, and the Secretary was 
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requested to read the same to the Board and there¬ 
upon proceeded to do so, after which, on motion 
of Director Poole, seconded by Director Wren, it 
was ordered spread upon the minutes of the meet¬ 
ing: 

“The following transpired with relation to [601] 
our company’s application to the United States Mari¬ 
time Commission for a long term operating differen¬ 
tial subsidy, and this report is made to you so that 
you may have before you matters necessary to the 
consideration of the situation as it now presents it¬ 
self to us. The report is also made in the hope that 
in the light of the facts you may be the better able to 
offer helpful suggestions as to our procedure. 

“It is in order that I advise you that following 
the letter addressed February 21st to the United 
States Maritime Commission by Mr. Poole relative to 
our financial situation, the Commission sent to San 
Francisco Mr. Houlihan, the Director of Finance of 
the Commission, together with Mr. Wilcox, Director 
of Operations and Traffic, and Mr. Donald, of the 
Trade Route Survey staff, and they arrived here on 
the 10th of March. They were followed about a week 
later by Mr. McNulty, who was the representative 
of the Bureau of Research in the matter of handling 
subsidies, and they remained in San Francisco until 
the 2nd of April. 

“We were given to understand that these gentle¬ 
men came to San Francisco to make an investigation 
as to the situation of our company financially, and as 
to its operations, including the matter of subsidies. 
During their stay they made an exhaustive ex- [602] 
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animation of our finances and our operations, having 
in view not only the financial situation, but the 
volume of traffic, freight, passengers and like mat¬ 
ters. As you know, the temporary subsidy under 
which we are now operating contemplated a program 
for a long-range subsidy, and this, too, was a matter 
which largely engaged the representatives of the 
Commission during their stay with us. While here, 
a very comprehensive report was prepared, and 
thereupon they returned to Washington and pre¬ 
sented it to the Commission, with favorable recom¬ 
mendations. Am ong other things, the report con¬ 
tained the following statement”— 

And then it quotes that portion of the report 
which we have already read to the Court. It con¬ 
tinues: 

“A copy of the entire report is available to any 
of the Directors who may wish to read it. 

“Shortly after reaching Washington Mr. Houli¬ 
han on April 6th telephoned to pie, stating the Com¬ 
mission had received the report favorably, and urged 
me to start for Washington immediately in order to 
conclude matters with relation to the five year sub¬ 
sidy agreement. I therefore left on April 7th for 
Washington, arriving there the morning of Monday, 
April Hth. 

“The period between April 11th and April 22nd 
was occupied in negotiations with the long [603] 
range subsidy committee relative to a five-year oper¬ 
ating differential subsidy agreement for our com¬ 
pany. During my negotiations the Maritime Com¬ 
mission had arranged with the Reconstruction Fi- 
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nance Corporation whereby that body would make a 
loan to our company of $2,000,000 for working capi¬ 
tal, predicated upon a loan by the Maritime Com¬ 
mission of $1,500,000 for the purpose of repairs. A 
copy of the letter from the Reconstruction Finance 
Corporation to the Maritime Commission dated April 
20, 1938, relative thereto, together with a form of 
letter which the Maritime Commission requested that 
our company address to the Chairman of the Recon¬ 
struction Finance Corporation, being an application 
for the loan, were placed in your hands. I was ad¬ 
vised by wire that you approved of my making such 
application in the form prescribed, and that you 
would ratify my action at the next meeting of the 
Board. 

“Immediately thereafter and on the 22nd day of 
April, 1938, the long range subsidy committee placed 
a form of contract in my hands covering a five-year 
operating differential subsidy with our company, and 
tol6 me that the Maritime Commission had approved 
the same. Concurrently they requested me to call a 
meeting of my Board of Directors for the purpose of 
authorizing the signing of the subsidy agree- [604] 
ment, and they set the date and the hour. I immedi¬ 
ately forwarded the agreement to San Francisco by 
airmail, and instructed the representatives of our 
company in San Francisco by telephone to call a di¬ 
rectors’ meeting for the purpose of so authorizing the 
execution of the subsidy agreement, the meeting to 
be held on Tuesday, the 26th of April, at 2 P.M. 
Notices of this meeting accordingly were sent out 
to the various Directors. 
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“Prior to the assurances that the subsidy agree¬ 
ment in the form of contract presented to me and on 
the terms so presented to me, both as to the contract 
and as to the raising of capital, I refused to make 
delivery of cash, debentures and preferred stock to 
creditors of our company under the terms of the 
creditors’ agreement for satisfaction of indebtedness 
to them, of which you are aware. To put it more ex¬ 
actly, until I knew that this company would be en¬ 
abled to continue its operations under a long term 
subsidy on terms that it could meet, I was determined 
not to accept the offer of the creditors to satisfy their 
indebtedness, feeling as I did that in the event the 
company could not continue, the acceptance of the 
offer would result in improper advantage being taken 
of the creditors. 

“At the time the assurances which I have referred 
to with respect to the subsidy agreement were [605] 
given to me by the Commission’s representatives on 
April 22nd, they also placed in our hands checks rep¬ 
resenting the balance due of the insurance moneys 
collected on the S.S. President Hoover and on ac¬ 
count of subsidy payments, so that the cash payments 
might be made to the creditors, and thereupon urged 
me to immediately make the payments to the credi¬ 
tors and deliver them the securities, going so far as 
to urge that the checks and securities for the New 
York and Chicago creditors be mailed out the same 
night, even though it might be too late to register 
them, in spite of the fact that they knew the deben¬ 
tures were bearer securities. To comply with the 
desires of the representatives of the Commission, we 
arranged with the registry window of the Post Office 
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to remain open after hours long enough so that these 
New York and Chicago checks and securities could 
be mailed out by registered mail that night. The local 
checks and securities were delivered by messenger 
the following morning, April 23rd, 

“Thereafter, on Monday, the 25th of April, a rep¬ 
resentative of the Maritime Commission placed in 
my hands a draft of a letter which it was proposed 
our company should address to the Maritime Com¬ 
mission, which is indicative of the fact that the Com¬ 
mission had approved of the aware of a five [606] 
year subsidy agreement to our company on the terms 
previously referred to. The letter was also placed 
before you at the time the call for the meeting of the 
Directors of this company was sent to you, and you 
are therefore familiar with its terms. 

“As you are aware, our Directors’ meeting was 
called for two o’clock on Tuesday, the 26th. Shortly 
before the time so fixed for the meeting and on that 
day, I was requested by a representative of the Com¬ 
mission to cause the postponement of the meeting so 
called to Wednesday, the 27th, which I did, and the 
meeting was accordingly postponed to that day at 
2:30 P.M. Shortly before the hour so fixed for the 
meeting, a request was made that the meeting be put 
off indefinitely, pending further word from the Com¬ 
mission, and the request was complied with. 

“Late in the afternoon of Thursday, the 28th of 
April, I was requested by a member of the Long 
Range Subsidy Committee to call upon Admiral 
Land, the Chairman of the Maritime Commission. 
On keeping my appointment at his office, the Chair- 
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man handed me the letter dated April 28,1938, which 
is also in your hands, no opportunity being afforded 
for reading it while I was in his presence. It was, 
however, handed to me with the statement that [607] 
we must comply with the conditions of the letter 
unless we could give satisfactory proof of our ina¬ 
bility to do so. 

“It would therefore appear that the Commission 
had made us its definite offer of a five-year subsidy 
under terms as to financial requirements which you 
approved, and that you gave me your authority to 
apply for a loan in accordance with those require¬ 
ments, leaving only the formality of authorizing the 
signing of the subsidy agreement. 

“Believing that the company would thus be en¬ 
abled to continue its operations, I then, as previously 
related to you, accepted the offer of our creditors by 
releasing the cash and securities to them. 

“Under this state of facts it is distressing to have 
before us what is perhaps tantamount to a refusal 
by the Commission to carry out its agreement with 
us, and particularly so because if it should develop 
as a result thereof that we are unable to obtain an 
operating differential subsidy, then our creditors 
have not been fairly dealt with, and I am sure that 
you -will be in agreement with my determination that 
if unfortunately this situation should occur, they 
should at their option be restored to their original 
rights as they existed before the delivery of the se¬ 
curities to them, so that there may be available [608] 
to them such security and such advantages as would 
otherwise have been theirs. I cannot impress upon 
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you how strongly I feel the responsibility for the 
proper protection of the now unsecured creditors, 
and if it should develop that they have been mislead 
into making concessions that have prejudiced them, 
then I repeat, it should be open to them to correct 
such a situation. 

“After carefully studying the contents of the letter 
which Chairman Land handed me April 28th, I went 
to see him Monday morning, May 2nd, and told him 
it would be necessary for me to come to San Fran¬ 
cisco to consult with my Directors, stockholders, cred¬ 
itors and associates, to which he agreed. He asked me 
how long it would take me after my arrival in San 
Francisco to answer his letter. I replied that I could 
not set a definite time but that within 48 hours after 
my arrival here I would endeavor to let him know 
how long it would take to answer his letter. In keep¬ 
ing with my promise, I wired Chairman Land May 
9th as follows: 

“ ‘ Referring to my conversation with Admiral 
Land on my departure from Washington, I find that 
because of the varying views and interests involved 
of the directors, stockholders, associates and credi¬ 
tors consulted by me, it is not possible to express any 
opinion as to when a response to your letter of [609] 
April 28,1938, may be made. ’ 

“The next day, May 10th, received the following 
radio from Chairman Land, to which no response has 
yet been made: 

“ ‘Your Telegram May 9th. Commission must be 
advised at once as to when you will be able to state 
what action you will take with regard to our letter.’ ” 
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Mr. Harrison (continuing) Skipping two [610] 
irrevelant paragraphs— 

“Director Wren thereupon called attention to the 
fact that reference was made in the Chairman’s re¬ 
port to a letter of April 28, 1938, from the Maritime 
Commission, and also a contract offered this company 
by that Commission, and that he deemed that these 
two papers should be contained in the minutes. Upon 
inquiry from Director Poole as to whether there were 
two letters placed in Mr. Dollar’s hands, Mr. Dollar 
advised the Board that there was only one contract, 
and that on Friday the 22nd of April, that contract 
was released, the contract to which Mr. Dollar had 
reference being the five-year operating-differential 
subsidy agreement which was handed him by a repre¬ 
sentative of the Maritime Commission. He further 
stated that there was only one agreement, and that 
was in the possession of the Directors. Upon the sug¬ 
gestion of Director Poole, the contract and the letter 
of April 28, 1938, were ordered filed with the min¬ 
utes of the meeting. Upon further discussion, and 
inquiry by Director Jackson as to what caused the 
Commission to later make other demands than those 
contained in the contract, Mr. Dollar replied that he 
had no idea, that the agreement was reached after 
negotiations, and after it was reached that was the 
end of the matter, both the Commission and he, as 
representative of the company, having been in [611] 
agreement. Mr. Dollar further stated that as far as 
the letter of April 28,1938 was concerned no one dis¬ 
cussed the same with him, and that even when he 
called upon Chairman Land on the Monday succeed- 
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rag the day it was handed to him by that gentleman, 
no opportunity was afforded for discussing it with 
him, and added that the had made a deal with the 
Commission, and the question was whether or not 
the company was going to stand on that deal. Respon¬ 
sive thereto Director Jackson remarked that the dif¬ 
ficulty was that the contract had not been signed.” 

Mr. Harrison (continuing): At this point we wish 
to offer that portion of the stipulation, at page 5 of 
the stipulation, and consisting of article 2, paragraph 
B, subdivisions 1, 2, 3, and 4, which reads as follows: 

“B. 1. Stenographic notes were taken of the pro¬ 
ceedings at certain directors’ meetings of Dollar of 
Delaware and were transcribed. 

“2. Documents 2-B-l to 2-B-4 are true and correct 
copies of certain of said transcripts, as follows: 

May 13, 1938—Document 2-B-l. 

May 16,1938—Document 2-B-2. 

May 23, 1938—Document 2-B-3. 

May 24, 1938—Document 2-B-4. 

“3. All proceedings before, and action by, the 
Board of Directors as stated in Documents [612] 
2-B-l to 2-B-4, inclusive, occurred as stated in said 
transcripts. 

“4. Said transcripts may be taken as evidence 
that all remarks and statements recorded in said 
transcripts as having been made in said meetings 
were in fact made and said, as so recorded, by the 
persons to whom they are therein attributed. If there 
is any inconsistency or conflict between said state¬ 
ments as recorded in Documents 2-B-l to 2-B-4 and 


892 


R. Stanley Dollar, ct al 


as recorded in the minutes of the same meetings, the 
transcripts shall prevail over the minutes.” 

We now offer in evidence document 2-B-l, being 
the stenographic minutes of the meeting of May 13, 
1938, of the directors of Dollar of Delaware. (Hand¬ 
ing the transcript to the deputy clerk.) 

The Deputy Clerk: Plaintiffs’ Exhibit 97. 

(The stenographic transcript of directors’ 
meeting, Dollar Steamship Lines, May 13, 1938, 
heretofore identified as document No. 2-B-l, 
was accordinglv marked and received in evi- 
deuce as Plaintiffs' Exhibit No. 97.) 

[Plaintiffs’ Exhibit 97 reads as follows:] 

DIRECTORS MEETING DOLLAR 
STEAMSHIP LINE, INC. LTD. 

May 13, 1938—11 A.M. 

Present: R. Stanley Dollar, A. B. Poole, P. E. 
Hoover, Grant H. Wren, J. Hugh Jackson. 

Irving H. Frank also present. 

R. Stanley Dollar presided as Chairman and D. T. 
Buckley acted as Secretary of the meeting. 

The Secretary read the notice of the meeting. The 
Secretary then read the minutes of the Board’s meet¬ 
ing of April 4, 1938. 

Mr. Dollar reported on the fire aboard the Presi¬ 
dent Polk. He stated that there was not much damage 
to the ship, but that some of the cargo was damaged. 
The vessel will probably sail at about midnight to¬ 
night. 

On motion of P. E. Hoover, seconded by J. Hugh 
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Jackson the minutes of the Board’s meeting of April 
4th were unanimously approved. 

RSI): I wrote a letter to the RFC. Before doing 
so I requested the Board to approve of the action of 
sending this letter. The letter was dated April 21st. 
We made application for a loan of $2,000,000. The 
approval of the Board was given so thought it would 
be in order to have a resolution of the Board con¬ 
firming that approval had been given. 

The Secretary read the letter as written April 21st, 
also a letter to Admiral Land from Jessie H. Jones 
of April 20th stating on what grounds the loan would 
be granted. 

RSD: This letter was drafted by the U. S. Mari¬ 
time Commission and I was requested to sign it. Be¬ 
fore signing, I sent it out here for the Board’s ap¬ 
proval and said I would like to have it ratified at the 
first meeting. 

Moved by A. B. Poole that the action of Mr. Dollar 
in sending the letter of April 21st to the R.F.C. be 
ratified and approved. Seconded by J. Hugh Jackson 
and unanimously passed. 

RSD: We have two wires from New York, one 
yesterday and one this morning. 

ABP: Before going on to that may I ask a ques¬ 
tion. On the letter of April 21st. I understood that 
first you had sent the letter and then afterwards that 
it was a draft that was not sent. But now I under¬ 
stand that it was sent. Is that correct? 

RSD: The letter was given to Mr. Houlihan on 
the 21st of April. It was sent as soon as I got your 
approval, which I think was the 21st. What ever time 
I got the confirmation I sent the letter in. They 
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wanted the letter dated the 21st. It was part of the 
whole scheme of completing our deal for a five year 
subsidy and it was necessary to be done before we 
could go on further. The RFC said they would do so. 
I think Jones’ letter to Land is quite definite in that 
they would go ahead. 1 did not see the RFC nor did 
I talk to them. The Maritime Commission saw the 
RFC and did all the talking. I was only told they 
would loan the $2,000,000 and that I should send the 
letter. 

I would like the Secretary to read the two tele¬ 
grams from New York. 

The Secretary read the telegram dated May 12th, 
stating that the creditors were pressing for settle¬ 
ment of their accounts. 

He then read the telegram dated May 13th stating 
the shippers and passengers were asking when Gar¬ 
field was sailing. 

JHJ: Before we take any action it seems to me 
that we might have a report on the financial status of 
the company. 

ABP: The interline accounts are way behind. 
They have been partly paid for October. Cash bal¬ 
ance is $72,000 for the U.S. and London. There is one 
subsidy voucher in Washington unpaid for $22,500 
representing the last voyage of the Pierce. The 
voucher was in Washington on Monday of this week. 
It was in two forms, one for the voyage from New 
York and Boston and return to San Francisco. On 
that basis the subsidy would be a little over $22,500. 
However, the contract calls for Transpacific and 
Round the World voyages and whether there will be 
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any objection to including the intercoastal portion I 
do not know. It would make a difference of about 
$4000 in the total subsidy. We shall have no other 
subsidy vouchers until the Taft due here next week. 

JHJ: Will you be able to meet payrolls'? 

ABP: Not for long. We have the office payroll of 
about $17,000. Throughout the TT.S. will amount to 
about $30,000. We will have $16,000 in fuel oil to be 
purchased at Port Said for the Adams and approxi¬ 
mately the same amount for Canal tolls for this 
vessel at Port Said. All of these are definite on Mon¬ 
day. On Tuesday we are expecting $17,500 to $20,000 
in foreign drafts aboard the Taft. I think there is 
real doubt as to whether we will be able to meet the 
four items on Monday or Tuesday altho it is not im¬ 
possible for the funds to meet them. 

The earnings of the company are not available for 
the month of April yet. You have all seen the state¬ 
ment prepared primarily by Houlihan for the months 
of January and February. I have no correction to 
offer to that. For the month of March the loss was 
$245,000 before depreciation which will amount to 
approximately $75,000 more. There is an improve¬ 
ment over January and February which will average 
$360,000 before depreciation. It should be better in 
April. 

RSD: I think we will lose about $600,000 for the 
first six months after subsidy and after depreciation. 

ABP: We lost $890,000 before depreciation for 
the 3 months. Take out $245,000 which leaves a little 
over $320,000 for January and February. I am not 
able to make an estimate for the month of April yet 
that is worth giving. 
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RSD: They are not paying us enough subsidy 
that is all. We have the same thing in the American 
Mail Line whore they are not getting enough subsidy 
either. 

GKW: How much will the subsidy payments re¬ 
duce the loss? 

A BP: These figures are after crediting subsidy. 

RSD: With subsidy all credited I think you will 
wind up the period with about $600,000 loss. That is 
the period of the operating subsidy agreement. 

DTB: The figure is rather misleading because of 
the accrual of subsidy. 

RSD: Is this a correct statement? That after it 
is all over we will have a loss of $600,000 before 
depreciation. 

DTB: That is as close as we can estimate. 

JHJ: The subsidy would have been larger if we 
could have had the boats all running. 

RSD: That is correct. Is there anvthing else to be 
said on that subject? 

JHJ: Personally, as a director, I think the next 
logical question is what is the outlook for the future. 
What are we going to do. 

RSD: That is a proper question. I would like to 
give a report before the board on the negotiations in 
Washington. 

The Secretary read Mr. Dollar’s report. 

ABP: During your absence it got to the point 
where I thought the directors should have the report 
and I gave copies to all directors. 

RSD: I did not know that, but I am glad you did 
so. It is a very constructive report on the present 
conditions of affairs and carries it on into the future. 
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6HW: It shows a favorable attitude on the part 
of the investigators who were out here. 

RSD: I thought this would give you a general 
outline of negotiations. 

PEH: Now this letter of May 2nd. Is that where 
they make the demands? 

RSD: No, that letter is the one of April 28th. 

GIIW: I move that the report of Mr. Dollar be 
spread on the minutes of the meeting. Seconded by 
A. B. Poole and unanimously carried. 

I think because it is referred to in his report that 
the letter and draft referred to given to him on April 
25th and the letter that was handed to him of April 
28th should also be incorporated in the minutes. 

ABP: Were there two letters? You spoke of an 
agreement being placed in your hands on April 
22nd. 

RSD: These drafts were changed from time to 
time. We were discussing the different phases of the 
contract. 

ABP: I should think that if there was an agree¬ 
ment in existence on the 22nd that that is an import¬ 
ant document. 

RSD: What difference does it make whether it 
is the 22nd or the 25th. 

ABP: Only that the record should be good. 

JHJ: This may have been handed you on the 
25th and was dated on the 22nd. 

RSD: It was on Friday the 22nd because that was 
when we released it. There is only one agreement and 
you have it. 

PEH: I think that the contract and the letter of 
April 28th should be in the minutes. I think that 
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is important. It makes reference to these letters 
and agreements. 

RSD: I think they can be filed with the minutes. 
There is only one agreement, I think probably you 
are thinking of the letters as agreements. 

JHJ: What caused them afterward to make 
these other demands. 

RSD: I don't know. I have no idea, the condi¬ 
tions were never discussed with me. We traded back 
and forth until we reached an agreement and that 
was the end as far as we were concerned and they 
were concerned and we were in agreement. This 
came up afterwards. We have not even discussed 
this to this date. Even when I went to see Land on 
Monday I did not discuss this with him. 

PEH: I think the agreement should be filed 
with the minutes, also the letter of Land’s. 

IHF: It is appropriate. 

PEH: The report is not complete unless the con¬ 
tract and letters are part of it. 

JHJ: What I wanted to find out was why the 
letter of April 28th was written. It seems to me 
the question before us is what decision you are going 
to make with reference to this. The Board can 
make a recommendation and say we recommend 
acceptance of the agreement, but it cannot be ac¬ 
complished unless you are willing to meet certain 
requirements. 

RSD: I made a deal with them. Are we going to 
stand on the deal or are we not. I think that is the 
question. 

JHJ: You did not have their name on the dotted 
line. There are a lot of people I know who don’t 
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want the Dollar Line to have anything happen to it. 

RSD: Here is a telegram that came to me. 
D.T.B. read: “Contracts with the Maritime Commis¬ 
sion lead me to believe that the Maritime Commis¬ 
sion will insist on compliance with the terms of the 
letter.” It is only the opinion of one substantial 
citizen on the Coast here who happens to be in 
Washington. He is interested in the shipping busi¬ 
ness. That is what they told me, that we are going 
to comply with the conditions or else. 

JHJ: The board can do nothing but make recom¬ 
mendations then it is up to you as to what you de¬ 
cide to do. It is a hard position that you are being 
placed in. 

RSD: There is nothing fair about it at all. It 
was not intended as fairness when it was sent to me. 
They did not even do me the courtesy of meeting 
with the Commission. I asked for a meeting several 
times. I did not even see any of the Commissioners. 
Mr. Truitt looked in the door once, but when he saw 
me he slammed the door. 

JHJ: It seems to me that regardless of our 
feelings, it is just a question of what you are going 
to do. 

RSD: It is just what you gentlemen are going to 
do. This letter is to the Board. There are no de¬ 
mands on me except through the Board. 

PBH: The Board is helpless to act on certain 
phases of this. 

JHJ: The Board can recommend that these pro¬ 
visions be accepted, but we cannot pledge your 
assets. 

IHF: I am not a member of the Board, but 
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would suggest that the word “recommend” be 
changed to recommend for or against. You can 
form an opinion in your own mind as to whether 
this is something this Board shall recommend to 
Mr. Dollar and if not it should act accordingly. 

PEH: It comes down to the point of what is the 
best thing for the company and what is the best 
thing for the creditors. 

RSD: I think that if the directors think these 
demands are unreasonable and unfair they should 
so express themselves. 

JHJ: I think we can express ourselves but if we 
are not going to get anywhere with this ultimatum 
what good will it do. 

RSD: I can’t tell you how surprised I was when 
this letter was handed to me. I had no indication of 
it all. I think it is an outrage. 

JHJ: It is perfectly obvious isn’t it that if we 
do not get the subsidy the company is gone? 

RSD: Yes, and maybe if you do get it. Another 
bad feature is that we promised the repair men 
money and the money was used for other purposes. 
I asked how we were going to pay the repair men 
and they said you can get the money out of the 
repair fund of $1,500,000. 

JHJ: Is the repair fund and R.F,C. loan de¬ 
pendent upon the acceptance of the five-year pro¬ 
posal? 

RSD: It is all tied in together. For a man and 
his family to turn over all they have and lose con¬ 
trol of the company and not know whether the peo¬ 
ple operating it will operate it successfully—they 
could break it very easily. I don’t think it is fair 
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of anyone to ask me to do that. That is my opinion 
of it. 

JHJ: Personally, I agree with you, but it is a 
question of getting or not getting the money from 
the government. You are the President and I think 
you should make a recommendation to the Board. 
It is just beyond me that is all. 

PEH: Are you whiling to meet any of these con¬ 
ditions ? 

RSD: I have refrained from trying to get my as¬ 
sociates on any one of these points until I found out 
what the attitude of the Board was. The Board 
should make a recommendation. 

PEH: I don’t think so. I think we could act 
on the terms and conditions of this letter that are 
purely corporate matters, but w T e certainly can’t 
tell you whether or not you should put up personal 
property. Personally I think that $15,000,000 over 
a five-year period is an excellent thing for the com¬ 
pany as opposed to a bankruptcy operation. There 
is no question about that. 

RSD: It show r s on the face of this that they are 
going to displace me after they get my collateral. 

PEH: I am just wondering if you could present 
an alternative proposal. 

RSD: What would you suggest? 

PEH: I cannot suggest anything. The letter 
says to do the things outlined if possible. 

JHJ: The thing troubling me is whether if we 
just say nothing doing will they just step out. 

RSD: They are folding all the American Lines 
and it is reasonable to expect they will fold us. They 
folded the Baltimore Mail yesterday. 
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PEH: On the basis of this, is it you just prefer 
to let the line go into bankruptcy ? 

RSD: I have no preference. After devoting 45 
years of my life to this business I think this is the 
evidence of what I think of it. 

ABP: Has the Commission indicated they would 
grant the A.M.L. the same percentages. 

RSD: They have told them nothing whatever 
about any subsidies. 

AJBP: Mr. Frank, what do you think of our 
rights or privileges? 

IHF: It was going through my head. I notice 
in the report that the Commission did in effect ad¬ 
vise Mr. Dollar there was an agreement and they 
handed him the subsidy and asked him to call a 
meeting to sign the contract. They did everything 
necessary to give the line a subsidy except to sign it. 
Of course, a contract until signed is not a contract, 
but that is the true situation. 

RSD: It is a verbal contract if not a written 
one. 

IHF: It is a moral obligation. It may be that 
there is good ground to return to the Commission 
and remind them they offered a complete contract 
to us. It should be placed before the Commission 
that by reason of their act they have placed the 
creditors in such a situation that they probably 
have worthless paper if it should develop that it is 
impossible to comply with their request. That is 
something they should be interested in, it is some¬ 
thing that you have these obligations. 

RSD: They certainly drove me hard enough to 
get the paper in the mail that night. There is every 
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indication they wiped the slate and then said the 
contract we offered you is not the one we are going 
to give you. Here are the new conditions. Truitt 
said if we would put the $500,000 up that would 
qualify us. 

JHJ: Do you mean it would be feasible for this 
Board to go on record that the Commission had 
submitted a certain agreement to you which the 
Board approved. 

RSD: I think it would be in order. I asked them 
when they wanted the meeting and they told me the 
day and hour. 

PEH: I don’t think it would do a bit of good. 
I have some agreements that are in writing that I 
can’t get fulfilled, let alone verbal ones. 

IHF: That may be, but they have said that this 
thing has political characteristics. It should not 
have any but it has. They have done this and it is 
not going to benefit them. 

ABP: In that connection would it not be help¬ 
ful to read the communication from Land which I 
got last Saturday. It is a communication in which 
views have been expressed. 

The Secretary read the telegram. 

RSD: They just drafted the letter and asked 
me to sign it. Just what did your telegram say. 

ABP: I can find them a little later. What we 
did was refer to the repair contractors situation. 
After I talked to Wren about the trade creditors’ 
meeting. I reported the point of view to the Com¬ 
mission that the trade creditors thought they had 
received the money under circumstances that did 
not look right. I just simply said these are the 
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reports being made and asked he wire me clearing 
the situation. 

GHW: I told you the trade creditors felt that 
at the time the money and debentures were released 
that it was understood that a subsidy was being 
signed. That it had been brought out in our meet¬ 
ing that if there was no such agreement, or the Com¬ 
mission had in view new demands after the deben¬ 
tures had been sent out then the trade creditors felt 
they might have a right to return the considera¬ 
tions received. 

RSD: Thev surelv wanted to get this in the 
mail. 

GHW: I think so far as the trade creditors are 
concerned it goes back further. When they signed up 
they signed on the theory that there would not only 
by a short-term subsidy, but a long-range subsidy 
also. 

PEH: I told them definitely I did not know 
whether they would get a permanent subsidy. 

ABP: Did anyone tell them that it was pretty 
sure another subsidy was coming along? 

GHW: It was said right along that this was just 
the first step in reorganization of the company to 
get a long range subsidy. 

RSD: The other companies received their long 
range subsidy without further financing, etc. 

PEH: We would be stupid at the bank to take 
$1,000,000 in stock if we thought it would not be 
possible to get a new subsidy. 

JH J: To get back to the black side. I am at a 
loss to say what action this board should take. We 
must take action to get future subsidy. If we do 
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not do that we are out of the picture. If Mr. Frank 
could draft a type of resolution that we think would 
be satisfactory to approve. It would not., however, 
accomplish the final result we wish to accomplish. 
It might be desirable to go on record that this Board 
approves the type of agreement that has been 
reached. When it comes up to Mr. Dollar putting 
up collateral, this has nothing to do with the Board. 
We do not have to approve the whole thing be¬ 
cause we cannot approve part of it. If the Board 
wishes to do so we can make some statement as to 
the fairness and make recommendations as to 
whether it should be or should not be done if Mr. 
Dollar wishes us to do that. While the letter is ad¬ 
dressed to the Board it is practically a personal 
demand. 

DTB: Don’t you think the Board should look 
at the assets and see whether this is not sufficient 
security for the loans and that no further collateral 
is necessary? 

JHJ: Personally, I would be very happy to see 
the Board do that sort of thing. 

RSD: Would you like to adjourn until tomor¬ 
row. You have it all before you and can think it 
over. 

JHJ: I could not come tomorrow. I could come 
on Monday. 

GHW: There are a number of things we could 
do in negotiating the whole matter if we had more 
time at our disposal. It is at such a crucial point 
now. As I view it it is only a matter of 30 days. 

ABP: I think there is danger of a libel on the 
Taft on account of repairs. 
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RSD: The only thing is we promised these re¬ 
pair men we would give them their money. Aside 
from this there is no difference. 

PEH: I think there are several creditors who 
will close down on us. They are becoming tense. 

IHF: It doesn't come direct to me, but indi¬ 
rectly it is being said that some creditors who have 
accounts with the Anglo Bank are being paid and 
others are not. We know this is not so. 

AJBP: I have had no hint from Paul or from 
anyone else to favor Anglo creditors. 

Before we talk about adjourning, it seems to me 
we are adjourning under sort of a deadlock. Mr. 
Dollar clearly thinks it is not appropriate for him 
to make a direct answer on the question unless the 
Board takes some action to have him do so. What 
ever way it is done does not seem to me to make 
much difference. If the Board is in favor of the 
agreement, thinking of myself as representing the 
Commission for the moment and thinking also of the 
other creditors, it seems to me that there are no two 
alternatives. We have to get a subsidy agreement 
or fold. It is to everyone's advantage with a reas¬ 
onable subsidy in sight to proceed Tor the future, 
then we can pay the creditors. If we go into the 
future and then feel we cannot incur further obli¬ 
gations we can stop incurring them. Considering 
everyone’s ideas and feelings it is for us to recom¬ 
mend adoption of this subsidy agreement and recom¬ 
mend that Mr. Dollar make every endeavor to com¬ 
ply with the conditions. When we do that, Mr. Dol¬ 
lar can come back and say he does not want to. He 
can make whatever answer seems right, but he 
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does not feel he should answer until the question is 
placed before him. Thinking of the benefit of the 
company, that means stockholders and everyone, we 
have an obligation to make recommendations that 
he meets the conditions. 

IHF: I often say to a jury, I want you to resolve 
this in all fairness and without personal feeling 
and I don’t want you to put your hands in someone 
else’s pocket unless you think it is the fair thing 
to do. 

ABP: I don’t get the point. 

IHF: I understood you to say that the Board 
should recommend to Mr. Dollar that he meet the 
Commission’s demands. You are recommending he 
do something for the corporation that perhaps if you 
were the party you would not think it was right to 
do. 

RSD: What would you be willing to put into it? 

ABP: I don’t know. I cannot put myself in 
your shoes. 

DTB: There is plenty of security already, but 
look at what they want. What good would some of 
these things do? What value is the B stock held 
by California? It is harmful. 

ABP: It is harmless. 

RSD: It is harmless for you to put up my se¬ 
curity. 

PEH: I am in favor of accepting the subsidy, 
but don’t think we can say anything as to what 
Mr. Dollar should do. 

ABP: The Maritime Commission has given me 
no instruction nor no advice. I am talking merely 
as a director of the company. We can pass a reso- 
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lution condemning the action of the Commission 
and call upon them to come back to the old offer 
or we can recommend accepting this subsidy and 
that Mr. Dollar comply with the conditions, not put¬ 
ting ourselves in his shoes, but acting as directors, 
then Mr. Dollar can act in any way he thinks ap¬ 
propriate and fair to himself and his associates. 

RSD: They are asking me to do something over 
which I have no control. 

JHJ: We can pass a resolution regarding the 
contract, then another resolution that the existing 
collateral is sufficient to cover the loan and that 
the personal demands made on Mr. Dollar are un¬ 
fair. 

DTB: Why should they grant a subsidy if they 
did not feel the assets, with the subsidy, would meet 
the amortization program. It is implicit in that 
kind of a finding that the security is sufficient. 

ABP: There are two things that have a bearing 
in people's minds. First the Commission has a good 
many RFC people in it. The RFC has had for years 
a uniform, consistent, permanent policy that they 
will help no outfit that does not believe enough in 
its own enterprise to do something without the 
RFC. You cannot get loans without their being satis¬ 
fied the company or its owners will go part way. 
That is just the color back of it. 

RSD: The RFC looked it over and passed on it. 

IHF: The background comes with them to the 
Maritime Commission. 

RSD: If the RFC did not make an issue why 
bring it up? 
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ABP: They have broken the rule and perhaps 
that explains the action of the Commission. 

JHJ: Would it be feasible to do something like 
this? We can specifically recommend some para¬ 
graphs. When it comes to Mr. Dollar we can make 
recommendations. 

ABP: I might suggest that instead of the Board 
passing formal resolutions and asking the stock¬ 
holders to say what they will do, that perhaps we 
should ask Mr. Dollar and Mr. Lorber and repre¬ 
sentatives of the J. Harold Dollar Estates to tell us 
what they would like the Board to do. Can we get 
Mr. Lorber, the Estates and yourself this after¬ 
noon ? 

BSD: I don’t know about the Estate. They 
might have to go to court. 

ABP: If we know what they want, it seems to 
me it might be a substitution for a motion that I 
would otherwise be ready to make. 

JHJ: I thought that if we could adjourn Mr. 
Frank might have time to draft a resolution, but if 
you prefer to have us wait until Monday. What¬ 
ever resolution is passed this afternoon could be 
wired to Washington. It would put the Board on 
record that we favor the contract and think there 
is sufficient collateral already pledged to take care 
of it. 

RSD: Mr. Jackson has perhaps not had time to 
consider the letter of April 28th. I think if you re¬ 
solve it in your mind over the week end it might be 
better to adjourn until Monday and then you can 
formulate your ideas. 
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JH J: I have formulated my opinion as much as 
I ever will. 

ABP: I think we will get through Monday al¬ 
right. 

IHF: My experience is that something will come 
in the interim and we can formulate it more accu¬ 
rately. 

PEH: I think we should get something off today. 

ABP: I think we should come back after a bite 
of lunch. 

IHF: In the meantime, I believe the Commis¬ 
sion should be satisfied that the matter is having our 
consideration and will give them definite word at 
the adjourned meeting. 

GHW: I prefer to go on with it this afternoon. 
The creditors’ situation is so vital in this that we 
should act as promptly as possible. I think the 
Board’s ideas are more or less crystalized and could 
be put in final form this afternoon. 

JH J: There is only one aspect that is the per¬ 
sonal aspect of the family. It is more definite. 

RSD: I have not come to any decision. 

PEH: We cannot decide until Mr. Dollar and 
his family decides what they are going to do. I 
think we are going at it tail end first. 

GHW: I think Mr. Jackson’s suggestion that we 
approve the subsidy as offered April 22nd and state 
that it is our view that the collateral is sufficient. 
A resolution along those lines could be passed this 
afternoon. Then we would have the week end to 
gnaw on it. 

JHJ: I thought that should be carefully worded. 
Mr. Frank could work on it. 
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Meeting adjourned until 3:30 pun. 

Meeting reconvened at 4:00 p.m. 

IHF: I have a draft of resolution here, but I am 
not entirely satisfied with it. Inasmuch as there is 
so much depending upon it it should be carefully 
done and I would prefer to take the time to do it. 
If the meeting could adjourn until Monday I would 
have the time to do it. I was checking to find the 
form of resolution. It would proceed on to express 
the ideas of the Board with respect to the letter of 
April 28th. I understood from Mr. Poole that per¬ 
haps the resolution might or might not conform to 
his ideas. Some of the other directors might want 
to offer suggestions as to what the resolution should 
contain. I am not satisfied that this is the shape in 
which it should be passed. You can indicate, how¬ 
ever, the sense of the meeting and that a resolution 
be framed to conform to the sense of the meeting. 
You can pass a resolution now and subsequently at 
your next meeting on Monday determine whether 
the resolution is in accordance with the resolution 
of the Board. 

PEH: I think we should adjourn the meeting 
until Monday and think it out individually. It will 
not do any good to rush it through. 

RSD: I think so too. 

JHJ: Is it desirable to send a wire to the Mari- 
time Commission that the Board is working on this 
matter, just to let them know we are working on it. 

RSD: I think that is fine. 

JHJ: Just say it is under consideration and final 
determination will be made on Monday. 
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USD: I would not tell them Monday, but say as 
soon as possible. 

ABP: I have two suggestions that might be use¬ 
ful. Without having the slightest question of the 
accuracy of the report that Mr. Dollar has made, 
this in effect sets down exactly what happened and 
accuses them of violation of an agreement. I don’t 
think it would be politic of us to write the Commis¬ 
sion that they have violated an agreement. It would 
be better to say that it is Mr. Dollar’s report to us. 
I don’t think the Board should send a resolution 
such as is framed. 

RSD: I think we should have time to think it 
over. 

ABP: I think the resolution should say the con¬ 
ditions are unfair. I don’t think I would vote for 
such a resolution, but I think it should go on to say 
the conditions are not reasonable or fair. 

PEH: I don’t think the whole thing will get us 
anywhere. We have to make every effort we can. 

ABP: Would your resolution act as a rejection 
of what is now before us ? 

IHF: I am not making the resolution. I just 
want to incorporate the wishes of the Board. 

ABP: Is that a rejection of the offer now before 
us? 

IHF: I think it is. 

ABP: That is a very serious step to take. In 
effect it says we are through unless you do some¬ 
thing else. 

IHF: We tell them we are accepting their pre¬ 
vious offer, it is not an acceptance of their second 
offer. 
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PEH: It would be tantamount to a rejection. 

ABP: I would not want to take that step yet. 

PEH: If the accomplishment of these require¬ 
ments are not possible, then we as a Board can put 
all the pressure we know how on to get a subsidy 
outside of these requirements. We are trying to 
do something without knowing whether these con¬ 
ditions are possible of fulfillment. 

IHF: We might frame the resolution so that it 
expresses the idea of the Board that the former un¬ 
dertaking on the part of the Commission is agree¬ 
able and that we don’t think the second proposal 
will meet with the approval of the Board, then we 
would not be closing the door. 

PEH: We want to save the company and we 
don’t think it is possible to fulfill the added re¬ 
quirements. 

IHF: It is better to put in moderate terms. 

RSD: I think we should take our time. 

PEH: We approve the working capital. We ap¬ 
prove subordinating the Commission first mortgage. 
We will ask the Bank to extend their first mort¬ 
gage on the Johnson and Fillmore. The pledge of 
the cats and dogs we will do that. When we get 
down to these matters that involve Mr. Dollar, Dol¬ 
lar of Hongkong, etc. We have no power over these 
at all. 

ABP: We could say we don’t know whether the 
conditions can be met. 

PEH: We can say we have reason to believe 
they cannot be met. 

ABP: What do you base that on ? 

PEH: Just the conversation of Mr. Dollar. 
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ABP: I thought you did not have an answer. 

RSD: I have no answer yet. 

ABP: The only thing is for the Board to ask 
Mr. Dollar whether he can meet these conditions. 
We have to start some way. 

JHJ: How much time would it take to have an 
answer to 7-8-9-10 as to whether other interested 
persons can meet the conditions. 

ABP: If Mr. Dollar is not willing to meet his 
part of it there is no use talking. 

RSD: I did not say I was not ready to meet 
them. I want it very clear that I did not say that. 

ABP: If you did not want the conditions met 
there is no use talking to your associates. 

RSD: If you don’t want me to talk to my asso¬ 
ciates of course I won’t do it. 

ABP: I would prefer you do talk to them. I am 
interested in learning how far you can go and how 
far you want to go. 

RSD: It is not up to me, I am a minority stock¬ 
holder. 

ABP: I would like to make it a question as to 
whether you are willing to meet these requirements. 

RSD: It will take me quite a long time to give 
you an answer to that one. There are so many inter¬ 
ests involved. 

JHJ: How long, in your opinion, will they keep 
it open? 

RSD: He told me there is no cancelling date on 
it. 

ABP: You did tell me this morning they had 
sent a message Tuesday asking for an answer. 

RSD: I read the telegram from Land. 
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6HW: They want to know when we will be able 
to tell them. 

RSD: He asked me if I could make an estimate 
of the time it would take to give him an answer. 

ABP: Would you be willing to state for your¬ 
self whether you would be willing to give an answer, 

RSD: I am not ready to give an answer, when 
I am I will tell you. 

ABP: It was just intended as a polite question. 

RSD: I am giving you a polite answer. 

IHP: It is contingent more on others than it is 
on Mr. Dollar. If you have your views with respect 
to the nature of the resolution I will gather in your 
expressions and try to embody it. If there are any 
more suggestions I would like to have them now. 

PEH: I don’t think we are getting anywhere. 

ABP: We should not wait until Monday. The 
Board cannot afford to wait until Monday to im¬ 
prove the wording of the resolution. If I have not 
made clear how critical our condition is I should 
say more as it is very very critical. 

JHJ: What specifically do you think we should 
do this afternoon? 

ABP: We should shift this resolution around to 
where we can get a majority in back of it or we 
should try to arrange some plan for finding out 
what conditions might be met and when we should 
have an answer or make such plans as we can for 
the liquidation of the enterprise. 

JHJ: Should we go on record as favoring the 
general proposal for the subsidy agreement, but to 
raise a question with the Commission as to whether 
they will reconsider the demands of their letter 
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of April 28th as it seems to us they are unduly 
severe? What I would like to see is something spe¬ 
cific accomplished. 

ABP: I think that is a statement that would go 
far. It states the conditions are not fair and asks 
for a revision. 

JHJ: I would not go as positively as you. I 
would say we accept their agreement but it seems 
that additional demands made in the letter of April 
2Sth are unduly severe and raise the question as to 
whether they would consider a review of the offer. 
Is that a rejection? 

RSD: I would not think so. 

IHF: It is not a rejection, it justs asks them to 
reconsider and modify their requirement before you 
act on it. There is the other matter also that in your 
opinion there is adequate security for both the Mari¬ 
time Commission and the RF,C- 

JHJ: We thought that was not a good thing to 
bring up as it is something for them to decide. 

GHW: On the last suggestion you made, the 
resolution would be very short, it would be a simple 
document. 

JHJ: It would be elaborated on somewhat in our 
minutes. 

IHF: If the commission is immediately commu¬ 
nicated with, it will be given the sense of the reso¬ 
lution and then the form. 

JHJ: This is a very crude idea of what I have 
in mind. Dollar Steamship Line Board of Directors 
approves plan of subsidy of April 22nd, but believes 
demands contained in letter of April 28th are unduly 
harsh and should be reduced. 
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PEH: I think it is a feeble attempt* 

RSD: It is a minority in the Commission that 
are objecting to this. 

PEH: Whatever we decide to do we have to 
make it very strong or I don’t think it will have 
much effect. 

JHJ: I think we will accomplish more if we 
make a peaceful approach than if we make an arbi¬ 
trary approach. 

PEH: We might accomplish something if some¬ 
body spoke to them informally and gave them the 
views of the Directors. 

IHF: I think that would be a good idea. 

JHJ: Either you have to accept it or reject it 
as it is or negotiate for better terms and I am trying 
to negotiate for better terms. 

GHW: We might elaborate on this and say we 
not only think they are too harsh but think some of 
these things will be impossible to accomplish and 
suggest therefore that you authorize somebody to 
negotiate with us to endeavor to work out a plan that 
is possible to carry through. 

JHJ: I am not sure whether the word possible 
is a good one to use. 

GHW: There are certain things that are within 
our control and other things that are not and it 
might be impossible to bring about some of the 
things that are within our control. 

JHJ: I am agreeable to anything that will make 
progress. 

GHW: I think we should send them something 
that will make a basis on which to negotiate. 

ABP: There are just two reasons why we can- 
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not meet the requirements. Either we cannot meet, 
or fear we cannot meet the terms and that we feel 
the terms are unduly severe. 

PEH: We know what they are insisting on. If 
we are going to act on the letter we should know 
what can be done and what cannot be done. I would 
says that certain matters are not under the control 
of the Board. 

JHJ: If you say they are not under the control 
of the Board you are just evading the question. 

GHW: All other negotiations have been with 
Mr. Dollar. This is the first official word from the 
Board of Directors and we state the demands are 
too severe. 

IHF: The Board of Directors, although they 
have no control, are interested that the corporation 
go ahead and therefore they are privileged to say 
they think the demands are too severe. 

PEH: I think we should follow it up with a 
statement that we don’t think some of the things 
can be accomplished. 

JH J: There is nothing in here that cannot actu¬ 
ally be accomplished if it is actually tried very hard 
to do. 

PEH: Would you like something like that to go 
out? 

RSD: I think something like that should go, it 
can’t do any harm. 

ABP: How much in real value is the Commis¬ 
sion asking to be placed behind the guarantee? Is 
it $50,000 or $5,000,000. 

PEH: I think that is very difficult to say. 

RSD: I can’t answer that. 
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ABP: I don’t believe any of us has any idea as 
to what this amounts to. We don’t know how onerous 
it is on Mr. Dollar. 

RSD: It is a personal attack on me. There is no 
one else’s name mentioned in it but mine. 

IHF: The peculiar feature is that they did grant 
a subsidy without it and then turned around and 
threw this in. 

RSD: They gave us a six-month subsidy and 
agreement to a five-year one without these items and 
then threw these in. You will find it is just a per¬ 
sonal attack on me. 

JHJ: Will the Commission waive certain re¬ 
quirements. 

RSD: I think we can go at it generally and see 
what they come back with. 

JHJ: That is my opinion also. Poole and Paul 
do not think it would accomplish anything. 

PEH: You will get a good blast back on it. 

RSD: Everybody I have consulted thinks it is 
a very unusual proposal and that it is very severe. 
If they were asking all of the stockholders it would 
be a little different, but to ask one only one stock¬ 
holders, I can’t understand it. 

IHF: Suppose Mr. Dollar did comply with that 
and they had a change of heart, where would he be? 

RSD: They would have control of everything 
here and there is nothing to say they cannot come 
in and take it all away from me. 

PEH: Could we give Poole our sentiments and 
ask him to talk with Land or someone else to con¬ 
vey the thoughts of this board to him over the tele¬ 
phone? 
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IHF: I think there is an advantage to the per¬ 
sonal touch. 

ABP: I would not call up unless I knew who I 
was going to talk to. 

RSD: I think Goertner, Aulsbrook and Sheehan 
are all against us. 

ABP: I have known Sheehan longer than the 
others but I have not contacted him. 

JHJ: When we met Goertner he had something 
else to do and did not want to talk to me. Aulsbrook 
was out. 

ABP: I think it is feasible for me to talk to 
Land and not any others. I would be willing to do 
it. I would not undertake such a call unless it was spe¬ 
cified who I should talk to and what I should say. 
I would just present the views of the Board. 

JHJ: There are advantages to the phone call 
and to the wire. A phone call has personal touch but 
a telegram can be discussed. I think maybe send a 
wire to Land and follow up with a phone call. 

ABP: It seems to me I can put this up to Land 
just exactly as it is. 

RSD: There is something radically wrong some¬ 
place. I think another thing would be for Poole to 
hop a plane and go back and see them. Poole knows 
our feelings and can relay our thoughts to them. 

ABP: I don’t want to talk to him unless there 
is something specific you want me to say. 

JHJ: We approve the subsidy contract. We 
think the demands in the letter of April 28th are 
too severe, those are two specific things. 

PEH: No. 3 is that the situation is such that 
something must be done immediately. 
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A B P: I think it would be a good idea if I talk, 
to have the conversation taken down so we will have 
a record. 

IHF: I did not have in mind that prior to the 
subsidy agreement they gave you an application to 
the RFC for a loam The Board has already ratified 
that 

RSD: There is a letter that came with the sub¬ 
sidy agreement and another letter of April 28th. I 
think if I could find out what the fly in the ointment 
is that would be something we would like to know. 

A B P: I am doubtful whether Land would loosen 
up with any statement. 

RSD: They might find themselves not to be so 
lily white. That is what Land told me. 

PEH: You will call him tomorrow morning? 

A BP: Yes, I will. Certainly not later than to¬ 
morrow morning. 

No formal action taken by the Board to express 
informal approval of agreement as submitted, the 
conditions of the letter of April 28th are unfair, 
too severe. T hink financial situation requires im¬ 
mediate solution That Admiral Land be informed 
of the application to the RFC. 

RSD: Tell him we spent most of the day dis¬ 
cussing this back and forth. Let him know we realize 
the seriousness and are trying to do someth i ng with 
it. 

PEH: You know how important this is to the 
West Coast. It is an opportunity to put up a good 
sales talk. 

ABP: I don’t want to mix up personal sales 
talk with a message from the Board. I would prefer 
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to keep the two apart. He may ask a lot of questions 
which I will answer as I can. 

JHJ: Would there be anything at all in Poole 
just as kin g Land as to why the letter of April 28th 
was issued supplemental. 

ABP: I think he would say there is nothing new 
in the letter, but that as we got around to it we 
wrote the letter. 

RSD: This is no candid opinion and I have 
nothing to base it on, but I don’t think Land is 100 
per cent in favor of this letter here. I don’t think 
some of the other Commissioners are either. It is a 
certain group that are in favor of it or it wouldn’t 
have been written. 

JHJ: Someone who is unfriendly. 

RSD: Land told me we are not lily white in this 
and neither is the Dollar Line. I know Land to be 
fair and square. I think this letter distressed him 
very much. He never wanted to discuss it with me, 
he just wanted to know when we could give him an 
answer. I told him it was impossible to give him an 
answer and that I was going home. 

PEH: Shall we adjourn? 

RSD: I think we can adjourn until Monday. 

AJBP: I suggest the next meeting be called for 
Monday morning at 11 a.m. I don’t think we have 
any information as to how severe the terms are. I 
think it is a debateable question. 

RSD: It is a question of putting up everything 
I have and losing control of the company. Do you 
think that is too severe? 

ABP: I would personally recommend the sub¬ 
sidy and recommend to the stockholders that they 
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approve the conditons. The stockholders could then 
determine whether they consider them too severe. 

GHW: If Mr. Dollar thinks they are too severe. 
He indicates he thinks they are. 

RSD: There are no resolutions passed, but I feel 
they think the terms are too severe. 

Moved by Jackson, seconded by Hoover, the meet¬ 
ing adjourned. 


* * * * * 

Mr. Harrison: At this point we wish to offer [639] 
in evidence the following passage from page 36 of 
2-G-10, as follows: 

* * * * * 

Mr. Harrison: (reading) 

“The plan of financial readjustment which [640] 
was consummated on January 25, 1938, was an im¬ 
portant step forward in working out the ultimate 
rehabilitation of the Company. The matters which 
were settled in that plan of readjustment were of 
great benefit to the Company and of great import¬ 
ance to the Commission. These were as follows: 

“1. The adjustment of over $1,500,000 in trade 
debt on the general basis of 20 per cent cash; 20 per 
cent long term debentures; and 60 per cent preferred 
stock. 

“2. The capitalization of over $1,000,000 of bank 
debt and the extension of the balance of $1,800,000 
over a period of 10 years. 

“3. The capitalization in toto of almost $2,000,- 
000 of inter-company debt 

“4. Arrangements for making available all the 
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shipping personnel and assets of The Robert Dollar 
Company at cost. 

“5. Termination, without cost to the Government, 
of the $6,000,000 mail contract litigation, the import¬ 
ance of which has been previously commented upon. 

“6. Through the establishment of a Board of 
Directors on which the Commission had direct rep¬ 
resentation, the Government obtained the nec- [641] 
essary information on which a plan for a preserva¬ 
tion and rehabilitation of the services could be based 
as the interest of Commerce and National Defense 
demanded. 

“Without this plan of financial readjustment the 
Company could not have been reorganized except in 
the course of protracted judicial proceedings under 
77-B of the Bankruptcy Act. The main reason for 
this, it should be pointed out, is that the Dollar af¬ 
filiates had become preferred stockholders and not 
creditors. Consequently, their bargaining position 
was much weaker. Failure to reach any agreement 
with the Commission which would satisfy the de¬ 
mands for a service and be in the public interest led 
them first to propose and then to agree for a valid 
consideration to surrender the common stock hold¬ 
ings and evolve the present adjustment plan.” 

Mr. Harrison: At this time, may it please [642] 
the Court, we wish to offer in evidence document 
marked in the stipulation on file as Document No. 
19-10. 


The Deputy Clerk: Plaintiffs’ Exhibit No. 98. 
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(Document referred to as Document No. 
19-10, was accordingly marked and received in 
evidence, as Plaintiffs’ Exhibit No. 98.) 

Mr. Harrison: The communication is one dated 
April 26, 1938. It is from Mr. Arthur Poole, Vice 
President of Dollar of Delaware, to the United 
States Maritime Commission, in response to a re¬ 
quest of Mr. Houlihan on the 23rd of April, disclos¬ 
ing the estimated capital receipts and disbursements 
for the period May 1 to 15. 

The letter concludes: 

“It will be difficult to go into the following week 
without additional funds, and it may be impossible 
to go through many days of that week.” 

Attached thereto is a position statement of April 
26th with respect to cash for the week ending April 
30th. 

I do not know whether, on the exhibit that the 
Court has, it shows reds for deficits or not 

The Court: No. 

Mr. Harrison: But the fact is that, turning to the 
long sheet attached to the exhibit, the opening cash 
balances will be discovered at the top line to be in all 
cases red figures instead of black. 

And the same thing is true in the balance at [643] 
the end of the day on the bottom line. 

So that instead of showing balances, it shows defi¬ 
cits based upon balance at the end of each day on a 
projected basis set forth in this schedule. 

That is demonstrable in the face of the exhibit by 
doing computations in reverse instead of the manner 
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in which they would appear to be if they were in the 
black. 

Mr. Siegel: Did I understand you to say, Mr. Har¬ 
rison, that the first cash balance, opening cash bal¬ 
ance, May 2, is a red figure? 

Mr. Harrison: So I understand; yes. 

Mr. Siegel: The cash balance represents a lack of 
cash? 

Mr. Harrison: Yes, it represents no redraft 

The Court: In other words, $73,333.58 in the red? 

Mr. Harrison: Yes. 

At this time we wish to offer document in the stipu¬ 
lation, Article 19, paragraph 14, appearing at page 
114, line 28: 

“Document 19-13 is a true copy of a letter of May 
20,1938 from Reginald S. Laughlin to Bon Geaslin, 
General Counsel of the Commission.” 

We offer it in evidence and that it be marked 
Plaintiffs' exhibit next in order. 

The Deputy Clerk: Plaintiffs' Exhibit No. 99. 

(Document referred to, heretofore [644] 
marked Document 19-13, was received in evi¬ 
dence as Plaintiffs' Exhibit No. 99.) 

Mr. Siegel: I take it it is understood that our 
position with respect to this document, Your Honor, 
is the same as with respect to others, namely, it 
is merely a statement communicated and not an 
admission against the Commissioners. 

Mr. Harrison: This letter, dated May 20, 1938, 
states: 
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“Dear Mr. Geaslin: 

“I have your letter of May 16, 1938, in reference 
to the proceedings taken in connection with the 
debt reductions. 

“The Company and Mr. Irving Frank, its coun¬ 
sel, have not taken any of the proceedings required 
to cure the exceptions referred to in my letter to 
you of May 4th, and Mr. Frank has not furnished 
the opinion referred to in such letter. This situa¬ 
tion has been before the Board of Directors of the 
Company, and Mr. Dollar objected to anything fur¬ 
ther being done in the matter unless some acceptable 
arrangement for a permanent subsidy is effected. 
The board took no action. 

“In explanation and justification of his position, 
Mr. Dollar contends that he refused to approve or 
permit the delivery of the cash, preferred stock 
and debentures required by the debt reduction [645] 
agreements until he was directly and explicitly re¬ 
quested to do so by the Commission’s representa¬ 
tives while he was in Washington. Further, that 
he did not and would not have approved or per¬ 
mitted such deliveries even though so requested, 
except for the fact that such representatives ad¬ 
vised him that the Commission had approved a per¬ 
manent subsidy on terms that were acceptable to 
him. He states that after he was induced to make 
the deliveries by such requests and representations, 
the Commission then imposed entirely different 
terms. Accordingly, he takes the position that the 
deliveries were made and were accepted by the cred¬ 
itors of the Company because of deception prac- 
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ticed by the Commission, and he will not now do 
anything to further validate such transactions. On 
the other hand, Mr. Dollar recommended to the 
board that it offer those who have accepted the new 
preferred stock and debentures the right of restitu¬ 
tion. No action was taken on such recommenda¬ 
tions. 

“In view of the circumstances and the opinion 
that no further acts are essential to the validity 
of the debt adjustments (except the adjustment of 
the Dollar Terminal Steamship indebtedness), I 
shall do nothing further in the matter at the [646] 
present time unless you request otherwise. 

“Very truly yours, 

“REGINALD S. LAUGHLIN.” 

We now offer Document 2-F-42, being the minutes 
of the Maritime Commission of May 6, 1938. 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 100. 

(Document heretofore referred to as Docu¬ 
ment No. 2-F-42, was accordingly marked and 
received in evidence as Plaintiffs’ Exhibit No. 
100 .) 

Mr. Harrison: The first page of this is not of 
importance, may it please the Court, because it 
merely refers to certain technical corrections in 
the proceedings theretofore taken by the Commis¬ 
sion in connection with the adjustment of operating- 
differential subsidy percentages. 

And the new resolution was adopted for the pur¬ 
pose of correcting that. 

It is, however, important to note that as of this 
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date there became effective increased percentages 
under the then existing operating-differential sub¬ 
sidy agreement, of a temporary character, and a 
resolution was adopted that the form of amendment 
to the operating-differential subsidy agreement 
dated January 25, 1938, between the Commission 
and Dollar Steamship Lines, Inc., Ltd., submitted 
to this meeting “be and it hereby is approved, and 

“Resolved, that the Chairman or Vice [647] 
Chairman and the Secretary or Assistant Secretary 
of the Commission be and they hereby are autho¬ 
rized and directed to execute and deliver to Dollar 
Steamship Lines, Inc., Ltd., in the name and on 
behalf of the Commission and under its seal, as 
the first addendum to the operating-differential sub¬ 
sidy agreement between that company and the 
Commission, an amendment substantially in the 
form referred to in the preceding resolution.” 

The effect of this resolution was to make effective 
as of the time of the adoption of the resolution 
upon the arrival of vessels at the next port of call 
of these adjusted percentages but not to make them 
retroactive. 

We now offer stipulation, Article 22, paragraph 
42, and following at page 134 of the stipulation: 

“If the operating differentials granted in the 
long term subsidy contract dated October 6, 1938, 
had been in effect under the temporary subsidy 
contract of January 25, 1938, the subsidy accrued 
thereunder for operating expenses for the period 
January 25, 1938, to July 25, 1938, would have been 
about $740,000 as compared to $670,000, which ac- 
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crued for the same period under the differentials 
actually in effect.” 

And paragraph 45: [648] 

‘‘On April 5, 1938, it was reasonably estimated, 
and Dollar of Delaware and the Commission be¬ 
lieved, that Dollar of Delaware would require a 
loan of $1,500,000 for working capital in addition 
to funds for accrued and future costs of repairs, 
reconditioning and betterments.” 

Paragraph 46: 

“On April 20, 1938, Mr. Jesse Jones, then, and 
for many years previously, Chairman of the Recon¬ 
struction Finance Corporation, reasonably esti¬ 
mated, and the Commission believed, that Dollar 
of Delaware would require a loan of $2,000,000 for 
working capital, in addition to the amounts needed 
for accrued and future costs of repairs, recondi¬ 
tioning and betterments.” 

At this point we wish to offer Article 2, Para¬ 
graph P, Subdivision 33, at page 32, line 26: 

“Document 2-P-46 is a true copy of a telegram 
of May 9, 1938, from R. Stanley Dollar to Emory 
S. Land.” 

We offer that document in evidence. 

The Deputy Clerk: Plaintiffs 7 Exhibit 101. 

(Telegram referred to as Document [649] 
2-P-46 was accordingly marked and received in 
evidence as Plaintiffs 7 Exhibit No. 101.) 

Mr. Harrison: By this wire of May 9, 1938, 
from R. Stanley Dollar to Admiral Emory S. Land, 
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United States Maritime Commission, Washington, 
D. C., the following appears: 

“Referring to my conversation with Admiral 
Land on my departure from Washington. I find 
that because of the varying views and interests 
involved of the directors, stockholders, associates 
and creditors consulted by me, it is not possible 
to express any opinion as to when a response to 
your letter of April 28, 1938, may be made.” 

We now ask that paragraph 34, Article 2, para¬ 
graph B, subdivision 33, line 29, at page 32, be 
in evidence, as follows: 

“Document 2-P-47 is a true copy of a radiogram 
from said Land to R. Stanley Dollar dated May 
10, 1938, in reply to the above mentioned wire of 
May 9th.” 

We offer the document in evidence on behalf of 
the plaintiffs. 

The Deputy Clerk: Plaintiffs’ Exhibit 102. 

(Radiogram referred to as Document 2-P-47 
was accordingly marked as Plaintiffs’ Exhibit 
No. 102, and received in evidence.) 

Mr. Harrison: Exhibit 102 of the [650] plain¬ 
tiffs, being a wire to R. Stanley Dollar, signed E. 
S. Land, Chairman, U. S. Maritime Commission, 
as follows: 

“Your telegram May ninth. Commission must 
be advised at once as to when you will be able to 
state what action you will take with regard our 
letter.” 

At this point we wish to offer in evidence stipu- 
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lation, article 6, paragraph L, page 64 of the stipu¬ 
lation, line 23: 

“The following statements appearing in the steno¬ 
graphic transcript of the meeting of the Board 
of Directors of Dollar of Delaware on May 13, 
1938, may be taken as evidence of the matters stated 
as follows: 

“The financial condition of the company on that 
date was not good; $16,000 of fuel oil would have 
to be purchased at Port Said for the President 
Adams, and about $16,000 would have to be paid for 
canal tolls at Port Said; all said obligations would 
have to be paid by the following Monday. 

“According to the books, the interline accounts 
were far in arrears, the cash balance on the morn¬ 
ing of May 13 was only $72,000, payrolls through¬ 
out the United States amounted to about $30,000, 
in the month of March the company had sustained 
a loss of $245,000 before depreciation, it had lost 
$890,000 before depreciation for the first three [651J 
months of the year 1938, all after crediting sub¬ 
sidy.” 

We now offer in evidence the same article, para¬ 
graph O, appearing on page 67, line 3, as follows: 

“Document 6-8 is a true copy of a teletype of 
5/12/38 from the New York office of Dollar of 
Delaware to R. Stanley Dollar and may be taken 
as evidence that certain creditors of Dollar of Dela¬ 
ware in New York having claims aggregating about 
$680,000 were then pressing for information regard¬ 
ing their accounts.” 

And we offer in evidence in support of that state¬ 
ment and as a basis therefor, the document attached 
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to the stipulation, marked 6-8, and ask that it be 
marked in evidence as exhibit for plaintiffs next 
in order. 

The Deputy Clerk: Plaintiffs 7 Exhibit No. 103. 

(Document heretofore referred to as Docu¬ 
ment No. 6-8, was accordingly marked and 
received in evidence as Plaintiffs 7 Exhibit No. 
103.) 

Mr. Harrison: We now offer that portion of the 
stipulation consisting of Article 6, paragraph M, 
appearing at page 65, commencing as follows: 

“On May 14, 1938, Mr. A. B. Poole telephoned 
to Emory S. Land, Chairman of the United States 
Maritime Commission, that being the telephone con¬ 
versation referred to in the minutes of the Board 
[652] of Directors of Dollar of Delaware of May 
16, 1938. The telephone conversation was as follows: 

“ ‘ABP: Good morning, Admiral Land. 

“ ‘ESL: Good morning, is this Poole? 

“ ‘ABP: Yes. The Board of Directors had quite 
a lengthy meeting yesterday and toward the end 
of the meeting the other members said that they 
would like to have me call you and advise you of 
some things. First, they wanted me to tell you we 
had approved and ratified the action of Mr. Dollar 
in sending the letter of April 21st to the R.F.C. 
Second, they wanted me to tell you we approved 
the subsidy agreement itself as submitted to us. 
Third, they wanted me to tell you they considered 
the terms of the letter of April 28th as to para¬ 
graphs seven to ten unfair and too severe on Mr. 
Dollar and his associates. Finally, they wanted me 
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to say that our situation is very difficult, almost 
desperate, and that the solution must be found. 
That is all. 

“ ‘ESL: The only thing that I can say is that 
the statement that these conditions are unfair car¬ 
ries no weight with the Commission or myself as 
an individual. I told Mr. Dollar and stand 100% 
on it that they have to meet the conditions or show * 
that they are impossible. That the Board [653] 
thinks the conditions are unfair has nothing to 
do with the price of oats. All I can tell them is 
that they have to put a limit on their decision and 
let us know what they are going to do. We are not 
going to be satisfied with any delay, either they 
have to come across or show that it is impossible, or 
else go into bankruptcy or 77-B. I am merely tell¬ 
ing you exactly the position of the Commission. 
The mere statement that some of the paragraphs 
are unfair carries no weight with the Commission. 
If they say the conditions are impossible to comply 
with and prove it, that is another thing. Mr. Dollar 
understood that with myself alone and also with 
Sheehan present. We are going to stand on that. 

“ ‘ABP: That is a pretty clear message and I 
will be glad to transmit it to the Board. 

“ ‘ESL: I am sorry for you on this and I am 
also sorry for myself. 

“ ‘ABP: Everyone in it has a problem and they 
are all difficult. 

“ ‘ESL: They seem to overlook the fact that 
the Commission has gone the limit. We are offering 
about 18% million, and they should come across with 
the collateral. You cannot put it too strongly. [654] 
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I was damn polite with Mr. Dollar. Maybe I should 
have talked a little stronger and threw in a few 
cuss words, perhaps he would have understood bet¬ 
ter. If you want to put in any stronger words as 
to what we mean you might just as well. Under¬ 
stand, there is no personal feeling in it on the part 
of the Commission in their letter of April 28th. 

“ ‘ABP: I will convey that message to the 
Board. I think it is helpful to get it on some 
definite basis. 

“‘ESL: All right. 

“ *ABP: Thanks very much. 7 77 

We now offer Document 2-A-13, being the minutes 
of Dollar of Delaware, on May 16, 1938, and ask 
that it be marked plaintiffs’ exhibit next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit 104. 

(Minutes of Dollar of Delaware, referred to 
as Document 2-A-13, was accordingly marked 
and received in evidence as Plaintiffs’ Exhibit 
No. 104.) 

Mr. Harrison: May it please the Court, this is 
the meeting of the Board of Directors of Dollar 
of Delaware, in which consideration was given to 
the April 28 letter of the United States Maritime 
Commission, as appears in the first paragraph, be¬ 
ginning on the second page: 

“Thereupon the Chairman suggested that [655] 
the Board should be advised with respect to the 
conversation had by Director Poole with Chairman 
Land of the Maritime Commission, pursuant to 
instructions of the Board to Director Poole at its 
meeting of May 13th that he communicate with 
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the Chairman of the Commission. Director Poole 
then advised the Board as follows: 77 

And what he advised is, in substance, may it 
please the Court, the conversation which has just 
been read into the record. 

Following that statement, on page 3, halfway 
down the page of the minutes, the following ap¬ 
pears: 

44 Copies of the transcript of the conversation with 
Admiral Land having been placed in the hands of 
the several directors, the Chairman inquired as to 
whether or not there was anything further to be 
said with respect thereto. Director Jackson then 
observed that the nature of the reply was not 
unexpected, but that as for himself, even had he 
known what the response would be, he still would 
have taken the same form of action, asking the 
Chairman of the Maritime Commission to express 
his opinion to the Board. 

4 4 Thereupon, Director Hoover observed, referring 
to the letter of April 28, 1938, from the [656] 
Maritime Commission, that the Chairman of the 
Commission states that the conditions therein out¬ 
lined must be met or shown to be impossible, and 
he felt for that reason, in the event that such a 
situation presented itself, there might be relief in 
that direction. 77 

Continuing to the next page, we have action then 
taken, seriatim, upon the items of the letter of 
April 28, so far as Dollar of Delaware is con¬ 
cerned. 

In item No. 1, which referred to the application 
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of Dollar of Delaware to the R.F.C. for the loan of 
$2,000,000, it appears: 

“The applicant will comply with all the terms 
and conditions of the resolution of the R.F.C. 
authorizing said loan, including the terms and con¬ 
ditions outlined in the aforementioned letter and 
such other terms and conditions as that agency may 
require.” 

And after discussing also the application of item 
2, concerning the application, to the necessity of a 
first preferred ship mortgage, blanket mortgage 
covering the loan, a resolution was adopted that this 
Board express its approval in a general way of the 
requirements having to do with the placing of a 
consolidated blanket first preferred mortgage [657] 
on the entire operating fleet of the company. 

Then at the bottom of the page, the Chairman 
called attention to Item No. 6 of the letter which 
called upon the company to give a pledge of certain 
new items of property belonging to Dollar of Dela¬ 
ware, and the resolution was that this company 
“approves compliance with the provisions of Item 
6 as contained in the letter of April 28” from the 
Commission. 

“Thereafter Item 4 of the letter of April 28, 
1938, was discussed, as to the provision that The 
Anglo California National Bank’s loan of $250,000 
on the President Fillmore and President Johnson 
be extended for one year without amortization re¬ 
quirements.” 

And a resolution was adopted that a Committee 
should wait upon the Bank with regard thereto, to 
have it accede to that demand. 
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The same action was taken with reference to the 
proposal affecting Dollar Wharf & Warehouse Com¬ 
pany, the indebtedness of the company, Dollar of 
Delaware, to it. 

Then Item 7 of the letter, with relation to the 
requested guarantee of the Dollar Steamship Line 
of California, was discussed, and a committee was 
again appointed to wait upon the directors of Dol¬ 
lar of California for the purpose of [658] attempt¬ 
ing to induce that company to accede to the demands 
made by the Commission in the April 28 letter. 

The meeting thereupon proceeded to Item 8 of 
the letter, which involved a guarantee to be fur¬ 
nished by The Robert Dollar Company, and a com¬ 
mittee consisting of Messrs. Wren and Jackson was 
appointed to confer with that company respecting 
the demands upon it for a guarantee and pledge of 
collateral 

The same action was taken with reference to the 
proposal in the April 28 letter that Mr. Dollar 
execute a guarantee and provide additional col¬ 
lateral. 

Finally, the same committee was asked to wait 
upon Estand, Inc., another corporation, with re¬ 
spect to which similar demands had been made. 

In the middle of the last page of the minu tes, 
the following appears: 

‘‘Thereupon Director Wren advised that calls 
from some of the larger creditors represented by 
the Board of Trade were being received by him; 
that he felt that the Board had made considerable 
progress at this meeting, and that he intended to 
advise the creditors that the company was working 
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actively toward a conclusion of the negotiations 
with respect to a subsidy agreement.” 

At this time we offer stipulation. Article [659] 
6, paragraph N, appearing at page 66, line 22 of 
the stipulation: 

“On May 19, 1938, Arthur B. Poole prepared a 
memorandum of cash receipts and disbursements 
of Dollar of Delaware for the period January 25 
to March 1, 1938, of which Document 6-5 is a true 
copy, and a memorandum of cash receipts and dis¬ 
bursements for the period April 22-May 2, 1938, of 
which Document 6-6 is a true copy, together with 
a memorandum of estimated receipts and disburse¬ 
ments for the period May 20-May 31, 1938, of 
which Document 6-7 is a true copy. Documents 6-3 
to 6-6, inclusive, may be taken as evidence of the 
facts they purport to state, according to the books 
of the company. Said reports were submitted to the 
Board of Directors.” 

We now offer in evidence Document 6-7, as re¬ 
ferred to in said article. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 105. 

(Document heretofore marked as Document 
No. 6-7, was accordingly marked and received 
in evidence as Plaintiffs’ Exhibit No. 105.) 

Mr. Harrison: This is again a projection of 
estimated opening cash balances, disbursements, and 
receipts, for the period May 20 to May 31, 1938. 

And again, may it please the Court, in the [660] 
top column, “Opening cash balance” the figures 
estimated for May 27 and May 31 will have to be 
put in red to accurately portray the condition. 
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The same is true of the balances at the end of 
the day from May 26, May 27, and May 31. 

And with that before the Court, it will be ob¬ 
served that from a positive balance at the end of 
the day of May 20 of $11,494.17, the projection 
shows an overdraft on May 31 of $41,140.54. 

We next offer Article 2, paragraph P, section 35 
of the stipulation, commencing at line 2, on page 
33: 

-‘Document 2-P-48 is a true copy of a telegram 
of May 19, 1938, from Emory S. Land to R. Stanley 
Dollar/’ 

We now offer in evidence for plaintiffs the said 
document 2-P-48. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 106. 

(Telegram referred to as Document 2-P-48, 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 106.) 

Mr. Harrison: The said document is a telegram 
dated May 19, addressed to R. Stanley Dollar 
Dollar Steamship Lines, Inc., Ltd., and signed E. 
S. Land, Chairman, United States Maritime Com¬ 
mission : 

“Commission has today instructed me [661] no¬ 
tify you that decision re acceptance or non-accept¬ 
ance terms our letter April twenty-eighth must be 
in our hands not later than four thirty Eastern 
Standard Time on the afternoon of Wednesday, 
May twenty-fifth. If no decision forthcoming by 
that time the Commission will withdraw these con¬ 
ditions of its letter of April twenty-eighth and must 
deny application for permanent subsidy.” 
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We now offer Document 2-A-14, being the minutes 
of Dollar of Delaware of May 23,1938, and ask that 
they be marked for the plaintiffs next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 107. 

(Minutes of Dollar of Delaware, heretofore 
referred to as Document 2-A-14, was accord¬ 
ingly marked and received in evidence as Plain¬ 
tiffs’ Exhibit No. 107.) 

Mr. Harrison: We will ask the Court to turn 
to the fourth sheet of these minutes. 

After a resolution which was a correction of a 
prior resolution of the same Board in connection 
with consolidated blanket first preferred mortgage 
on its operating fleet, to the Reconstruction Finance 
Corporation and the Maritime Commission, the 
minutes proceed as follows: 

“The President thereupon remarked that certain 
items referred to in the letter of the Maritime 
Commission of April 28, 1938, had been accom¬ 
plished at the last meeting, but there remained [662] 
matters for which a committee was appointed for the 
purpose of taking the same up with the corpora¬ 
tions involved and himself personally. He further 
stated that he had diligently followed those matters 
up, and called meetings of the various corporations, 
and he understood that Mr. Wren and Mr. Jackson, 
the committee appointed by the Board of Directors 
of this company, had several reports to make with 
respect thereto. 

“Thereupon Mr. Wren advised the Board that 
on May 18th the Committee of which he was a mem¬ 
ber met with Mr. Mitchell Thompson and Mr. J. G. 
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Mitchell, a committee appointed from the Board of 
Directors of Dollar Steamship Line of California, 
at which meeting considerable discussion took place. 
The result was that request was made on the latter 
committee to furnish this company in writing a 
statement of what had orally passed between them, 
and that they had now received a report from such 
committee. He, however, further stated that he 
understood the committee of the Dollar Steamship 
Line of California had had a further meeting, to 
which the President responded that he would 
shortly have a letter from that company definitely 
stating what they will do. Mr. Wren additionally 
[663] advised the Board with respect to a letter 
which had been placed in the hands of the commit¬ 
tee appointed by this Board, but suggested that 
inasmuch as there would be a further report unless 
the Board required it would not be read. 

‘‘ Thereafter Mr. Wren stated he had received a 
letter from Mr. R. Stanley Dollar dated May 19, 
1938, in which he set forth his reply to the inquiry- 
made of him by the committee.” 

Following the next paragraph: 

“Thereupon Mr. Dollar excused himself from the 
room stating that he would procure the letter of 
the Dollar Steamship Line of California. Subse¬ 
quently the Secretary read the minutes of special 
meeting held by The Robert Dollar Co. on May 
20th responsive to the attendance upon that com¬ 
pany of the committee appointed by this Board 
to receive advices of that company regarding cer¬ 
tain requirements with respect to it as contained 
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in the letter of April 28, 1938, of the United States 
Maritime Commission. Said minutes were ordered 
to be filed with the Secretary.” 

And two paragraphs below, in the middle: 

“The President stated that he had recommended 
to the Board of Directors of Dollar Steamship 
Line of California that they go through with the 
requirements of the Maritime Commission as set 
forth in that letter, and made a like recommenda¬ 
tion to the Board of Directors of The Robert Dollar 
Company. 

“Mr. Hoover remarked that the resolution of the 
Board of Directors of Dollar Steamship Line of 
California indicated that they did not offer the 
security of Dollar Steamship Line, Ltd., of Hong¬ 
kong, to which the President replied that in addi¬ 
tion thereto it did not provide for the voting rights 
of the stock held by Dollar Steamship Line of 
California in Dollar Steamship Lines Inc., Ltd., 
except in the event that company might be in de¬ 
fault to the United States Maritime Commission. 
Thereupon Mr. Wren remarked that it was evident 
from the resolution that the Dollar Steamship Line 
of California also limited its guarantee to the col¬ 
lateral pledged. Said minutes were ordered to be 
filed with the Secretary. 

“Following this it was remarked that there was 
no report from Estand, Inc., and in response 
thereto the President observed that there had been 
none from that company nor from The Anglo Cali¬ 
fornia National Bank, and inquired of Mr. Hoover 
as to whether he had a letter from the bank. [665] 
Mr. Hoover replied that he would obtain one, inas- 
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much as the Bank had committed itself to the Mari¬ 
time Commission with respect thereto. 

4 ‘Thereafter a discussion ensued as to how the 
report of the committee should be handled, the 
President suggesting that the same should be for¬ 
warded to the Commission, and that the Board 
should indicate its recommendation with regard 
thereto. 

‘‘Subsequently the President expressed the opin¬ 
ion that a committee should be elected to draft 
a letter to be addressed to the United States Mari¬ 
time Commission. After a discussion with respect 
to the contents of the suggested letter, and with 
reference to Mr. R. Stanley Dollar’s letter with 
regard to the guarantee requested of him, Mr. Dollar 
remarked that he had gone as far as he could, but 
that if the Board felt there was anything unreason¬ 
able in his letter he would be pleased to discuss 
the matter with them, and that he desired that 
the committee appointed by the Board discuss the 
matters referred to in the letter of April 28, 1938, 
from the Maritime Commission with the various 
corporations whose guarantees were sought. 

“Mr. Jackson responded by stating that [666] 
the only instance in which Mr. Dollar did not 
specifically meet the requirements of the Maritime 
Commission was in the matter of the voting rights, 
and that that seemed to him to be a perfectly rea¬ 
sonable action.’’ 

We now’ offer in evidence, may it please the 
Court, the minutes of Dollar of Delaware, of May 
24, 1938, being Document 2-A-15, attached to the 
stipulation on file. 
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The Deputy Clerk: Plaintiffs’ Exhibit No. 108. 

(Minutes of Dollar of Delaware, heretofore 
referred to as Document No. 2-A-15, was ac¬ 
cordingly marked and received in evidence as 
Plaintiffs’ Exhibit No. 108.) 

Mr. Harrison: This, may it please the [667] 
Court, is an adjourned meeting carried over from 
the 23rd day of May, the subject, therefore, being 
the same as before the adjournment. 

On the first page there follows: 

“Thereupon a discussion ensued with respect to 
the action of the Dollar Steamship Line of Cali¬ 
fornia relative to the requests contained in the let¬ 
ter of the Maritime Commission of April 28, 1938, 
and with respect to the reply of Mr. R. Stanley 
Dollar to that letter’s request for certain guarantees 
on his part and security therefor, Mr. Dollar re¬ 
marking that he had provided in his letter for only 
such protection with relation to his proposed guar¬ 
antee as an ordinary business man would ask. 

* * * * * 

“The discussion then reverted to the action of 
Dollar Steamship Line of California, and Mr. Dol¬ 
lar repeated that he had attempted to have that 
company comply with the requirements of the Mari¬ 
time Commission, and then asked the Board to be 
excused from the meeting so that he might have 
a further discussion with those directors of Dollar 
Steamship Line of California who were then avail¬ 
able. Upon his return he advised the Board that 
after consultation with those directors they had 
stated to him that they would not recede from the 
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position which they had taken as indicated in the 
minutes of their meeting, and he inquired if the 
members of the committee appointed by the Board 
of Directors of this company desired to discuss the 
matter with the directors of Dollar Steamship Line 
of California. 

“Mr. Hoover inquired with respect to word from 
Estand, Inc., and Mr. Dollar stated that he had 
requested a reply from that company. 

“Mr. Hoover then asked if it would not be well 
to have the committee of the Board of [669] Direc¬ 
tors of this company talk with the Board of Direc¬ 
tors of the Dollar Steamship Line of California, 
and thereupon Messrs. Jackson and Wren and 
Dollar left the room for the purpose of a conference 
with those directors. The committee, however, re¬ 
turned and advised that it could not accomplish 
anything further with the directors of that com¬ 
pany.” 

There then proceeds the consideration. 

The meeting proceeds with the consideration of a 
form of letter to be addressed to the United States 
Maritime Commission in reply to the letter of April 
28, 1938, and as a result of that, by resolution a 
letter was adopted, addressed to the United States 
Maritime Commission, in the form set forth in the 
minutes. 

And we will now ask that there be admitted in 
evidence the said letter with the attachments—well, 
we don’t need to put it in evidence because it is part 
of the answer, may it please the Court. 

It is Exhibit C attached to the defendant’s an¬ 


swer. 
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The Court: Well, isn’t this letter that you are 
now talking about a part of Exhibit 108? 

Mr. Harrison: Yes, Your Honor, but there were 
attachments to it, so that letter form, as it appears 
in the minutes, is not complete, so rather than refer 
to it there we are accepting the answer. 

We have here, separate from the answer, if it 
will be convenient to the Court, a copy of that [670] 
letter, with the attachments. It would be more con¬ 
venient to refer to, although it is not necessary to 
offer it in evidence. 

Mr. Siegel: As I understand, Mr. Harrison, your 
offer is that letter plus attachments, and you treat 
the answer as a true copy of the documents which 
you are offering. 

Mr. Harrison: I will read the stipulation. That 
is the easiest way. 

Article 2, paragraph O, subdivision 4, paragraph 
4— 

The Court: Article 2, paragraph O, subdivision 
4, paragraph 4. Is that it? 

Mr. Harrison: Yes, Your Honor. Page 26-A of 
the stipulation, commencing at line 25, and read¬ 
ing: 

“Exhibit C, attached to defendant’s answer 
herein, is a true copy of a letter of Dollar of Dela¬ 
ware to the United States Maritime Commission, 
dated May 24, 1938, with certain enclosures ac¬ 
companying said letter. The enclosures were (a) a 
copy of minutes of a meeting of the Board of 
Directors of Dollar of California on May 23, 1938, 
(b) copy of minutes of a meeting of the Board of 
Directors of The Robert Dollar Co. dated May 20, 
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1938, (c) original letter from R. Stanley Dollar to 
Mr. Grant H. Wren and Mr. J. Hugh Jackson, 
directors of Dollar of Delaware, dated May 19,1938, 
(d) original letter of May 24, 1938, from the Anglo 
California National Bank of San Francisco to Dol¬ 
lar of Delaware, and (e) original letter of [671] 
Dollar Wharf and Warehouse Company to Messrs. 
J. Hugh Jackson and Grant H. Wren dated May 
23, 193S.” 

The Court: I don’t think I quite follow you. 

Exhibit 108, the adjourned meeting of the Board 
of Directors of the Dollar Company. 

Mr. Harrison: Yes, Your Honor. 

The Court: And there was attached to that the 
letter of May 24, 1938, addressed to the Maritime 
Commission and signed by the proper officers of 
the corporation. 

Mr. Harrison: Yes, Your Honor. 

The Court: I understood you to say, however, 
there were certain exhibits that go with this letter 
that are not in this photostat. 

Mr. Harrison: If you will look in the next to 
the last page of the minutes, in the body of the 
letter, you will find towards the bottom of the page 
the following— 

The Court: What those documents are, are certi¬ 
fied copies of the minutes of the meeting, certified 
copies of the minutes of the meeting of the Board 
of Directors of Robert Dollar. 

Mr. Harrison: Yes. 

The Court: And that is covered by the stipula¬ 
tion on page 2, subdivision 4, paragraph 4, page 
26-a, line 25. 
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Mr. Harrison: That is correct, Your Honor, and 
we ask that Exhibit C, attached to the answer, [672] 
so identified, be deemed read in evidence. 

The Court: All right. 

* * * * * 

Mr. Harrison: I offer in evidence at this [677] 
time Document 2-B-4 and ask that it be marked in 
evidence for the plaintiffs. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 109. 

(Document referred to as Document 2-B-4 
was accordingly marked and received in evi¬ 
dence as Plaintiffs’ Exhibit No. 109.) 

Mr. Harrison: This, if Your Honor please, is 
a stenographic report of the meeting of the Board 
of Directors of Dollar of Delaware of May 24, 1938, 
the formal minutes of which are already in evidence. 


[Plaintiffs’ Exhibit 109 reads in part as 
follows:] 

DOLLAR STEAMSHIP LINES INC., LTD. 
BOARD OF DIRECTORS MEETING 

May 24, 1938—10:00 A.M. 

« * * * * 

Wren: Mr. Hoover has stated, and we all agree 
that what the Dollar of Calif, has done is practically 
nothing. It really doesn’t amount to much. 

RSD: It gives them control of the company if 
that is what they want. 

PEH: I am just wondering what the feeling 
of the Commission is going to be. 
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RSD: They will either throw it out the window 
or accept it. They may come back with counter 
offers on some of it. They undoubtedly have a pro¬ 
gram laid down and anything that conflicts with it 
they may ask us to change. 

PEH: I think this letter that has been drafted 
to the Committee is good (R.S.D. letter). You have 
gone a long way. I think, however, the restrictions 
you have put in are a little too stringent. 

RSD: They may have to change some of that if 
it doesn’t conform. 

PEH: Would you change it now? 

RSD: I would rather let them come back and 
say what they want. 

PEH: If the Bank were asked to consider a loan 
on guarantees such as that we would not even con¬ 
sider it. 

IHF: You could say the conditions are subject 
to some elasticity. 

RSD: Everything that is in that letter has hap¬ 
pened to us. 

PEH: Mr. Dollar cannot be called upon until the 
M.C. has exhausted their security. They have a first 
mortgage on the Coolidge and the other ships. I 
don’t think they would even call on him. There 
won’t be any liability. 

RSD: There will be if they sell the ships en 
masse. If they think it is too drastic let them give 
us their suggestions. I certainly have to have some 
protection and am only asking what an ordinary 
business man would ask. 

PEH: I think you have gone beyond that. 

RSD: Where? : 
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PEH: You are limiting your liability to the col¬ 
lateral. The only liability you have outside of the 
Robert Dollar Co. is your holdings in the company. 

RSD: The only things put in that letter are 
things that have really happened. 

PEH: The company has been in default ever 
since I have been connected with it. It is possible 
the company may get into a strike and I know how 
drastic that can be, but I don’t think they will fore¬ 
close on you. 

IHP: You could put provisions in the new mort¬ 
gage, then if Delaware is not liable then Mr. Dollar 
is not. 

RSD: If they agree in principle then we can 
argue out the difficulties. 

PEH: Dollar of California is not putting up 
much. It might be alright if they accept conversion 
or put up Dollar of Hongkong. Robert Dollar Co. 
is out and think there is good reason to leave that 
out. I think if the California Co. did one of the 
above two things, conversion, or Dollar of Hong¬ 
kong, there would be a chance to put it through. 

RSD: Has anyone read the minutes of Dollar of 
Calif. I tried to get these things through but could 
not. 

PEH: If you could get them to consent to one 
of the other two things I think that would help. Mr. 
Dollar was excused from the meeting to talk to the 
Directors of Dollar of Calif. 

RSD: The answer is No. Would the committee 
like to talk to them. They would be glad to fait- to 
you about it. 

PEH: I don’t think it would do any good. 
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JHJ: If you can’t do anything I don’t think we 
could. 

RSD: They said they have gone as far as they 
could. 

Wren: They told us about the same thing but 
their letter kind of left things open. 

PEH: This is absolutely the best that can be 
accomplished. 

RSD: As far as my own guaranty is concerned, 
if there is something they don’t like I will be glad 
to adjust it. I believe it should go forward along 
the lines I have drafted. If they feel my terms are 
too stringent they can say so. They have the stock, 
that is the main thing. I am willing to listen to 
reason at any time. 

PEH: You don’t think anything further can be 
accomplished with California? 

RSD: I have been battling with them for the 
last two weeks. You should see the letter they 
wanted me to bring to you. I told them I would not 
even be messenger boy for such a letter. I think 
their attitude is wrong. The Commission told the 
Calif. Co. that when they put up the $200,000 that 
would be the end and stated that they would not 
be asked to convert. Now they are asking them to 
convert. I would, personally, be willing to grant 
the demands, however. I tried to get them to do it 
and recommended it. 

PEH: Is there any word from Estand? 

RSD: I did not see them last night. I think the 
answer is no, but I would not go on record as to 
that. 
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ABP: We can just say we have not been able to 
get any reply from Estand. 

RSD: I have tried to get an answer. 

ABP: I think we should send whatever we have 
to the Commission. 

RSD: I think we should. 

PEH: Why not have the Committee talk to the 
California people? 

Wren: I am willing to try again. 

Messrs. Jackson, Wren and Dollar left to talk 
to the California people. 

Wren: We found that Mr. Dollar was a good 
negotiator and had gone as far as he could. We 

could not get any further. 

* * # * * 


* * * * * 

Mr. Harrison: We now wish to introduce [679] 
Article 19 of the Stipulation, paragraphs 15 and 16, 
commencing at line 31, page 114: 

“Document 19-14 is a true copy of a letter of May 
30,1938, from A. B. Poole to Admiral Land. 

“16. Document 19-15 is a true copy of a telegram 
of May 31,1938, from A. B. Poole to Admiral Land.’ 7 

We offer Document 19-14 as Plaintiffs * Exhibit 
next in order. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 110. 

(Letter dated May 30, 1938, Poole to Land, 
heretofore referred to as Document No. 19-14, 
was accordingly marked and received in evidence 
as Plaintiffs’ Exhibit No. 110.) 

Mr. Harrison: This letter, addressed by Mr. Poole 
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to the Chairman of the Maritime Commission, reads: 

“Dear Admiral Land: 

“I had two discussions with Mr. Laughlin during 
the period in which he was composing his letter of 
May 27th to Mr. Geaslin, which letter has principally 
to do with the Commission’s prospects in case of a 
receivership for Dollar Steamship Lines Inc. [680] 
Ltd. under 77-B, and a comparison with what might 
occur in response to alteration of the Commission’s 
requirements in the present negotiations. 

“I do not wish to intrude upon nor delay the 
course of development by the Commission of its atti¬ 
tude and intentions toward the Company. It seems 
possible, however, that some comment on the situa¬ 
tion from me might be of interest or help to the Com¬ 
mission; hence this letter. 

“In considering the making of substantial loans 
to the Company, the Commission must determine the 
extent of the control which it should exercise over 
the Company’s affairs during the period of those 
loans. No doubt the Commission has weighed the fol¬ 
lowing factors in reaching its decision: 

“The extent of the stockholders’ equity in the 
Company’s property and business. 

“The ease or difficulty of realizing on mortgaged 
property if necessary. 

“The Company’s profit prospects for the future. 

“The extent to which the management’s financial 
policies have in the past been sound. 

“The extent to which the management’s operations 
have in the past been economical and successful 

“The attitude of the management toward the [681] 
Commission. 
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“The degree to which the management has in the 
past accepted its responsibilities to creditors, ship¬ 
pers, and employees. 

“Apparently the Commission has decided that ex¬ 
tensive control of the Company’s affairs is called 
for; I cannot do other than agree with the Commis¬ 
sion after review of the above factors. 

“Control by the Commission may be exercised in 
five major ways: 

“Through stock voting rights. 

“Through memberships in the Board of Direc¬ 
tors. 

“Through memberships in the senior management 
group. 

“Through mortgages on the floating property. 

“Through direct provisions of a subsidy contract. 

“Direct provisions of a subsidy contract can only 
control the Company’s affairs to the extent that 
future developments can be foreseen and specific 
provisions be incorporated in the contract to cover 
them. Mortgage provisions operate too slowly when 
things are going badly, and in addition the present 
attitude of the people of the United States toward 
secured creditors (Section 77-B), while wholesome 
in itself, does not warrant great reliance by the Com¬ 
mission on protection by mortgage. [682] 

“More important to the Commission, therefore, 
are controls exercisable through stock voting rights, 
memberships on the Board of Directors, and partici¬ 
pation in the management. 

“It is these controls which Mr. Dollar fears and 
objects to. His concern is of two characters: First, 
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the ‘loss of face 7 which would accompany surrender 
of control to others; and second, the danger that con¬ 
trol by others would not operate as largely in his in¬ 
terest as would his own control. Mr. Dollar is a singu¬ 
larly uncommunicative person; moreover, his acts in 
recent months do not appear fully consistent as to 
purpose. As a result, I do not find it possible to judge 
the relative strengths of those two sources of concern. 
I can only say that I believe ‘loss of face 7 is import¬ 
ant, and may be the more important of the two. 

“If the present impasse is to be broken other than 
by straight insistence upon the terms of the Com¬ 
mission’s letter of April 28th, it becomes of interest 
to explore the possibilities of giving Mr. Dollar what 
he asks, without giving up the core and essence of 
control which the Commission should have. [683] 

“But first please permit comment on the proposed 
guarantee: The answers of May 24th, both as to the 
affiliated companies and as to Mr. Dollar himself, are 
a flat and complete ‘no; 7 the restrictions of the guar¬ 
antees actually given are such as to make them worth¬ 
less. In addition, Estand, Inc. would not even reply 
to the Company’s request for its guarantee. 

“There is room for questioning Mr. Dollar’s sin¬ 
cerity in the attempt to obtain the guarantees. At 
the same time, it is only speculation to estimate what 
further guarantees would have been given by the 
affiliated companies if Mr. Dollar had really thrown 
heart and soul into getting all that the Commission 
required. 

“The wisdom of standing pat on the guarantee re¬ 
quirements is not clear, and for the following rea¬ 


sons: 
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“It is believed a fair statement that Messrs. Wren, 
Hoover, and Jackson consider the guarantees asked 
as constituting more than the Commission can right¬ 
fully ask. 

“Sentiment in San Francisco among shipping peo¬ 
ple apparently is at least mildly in favor of [684] 
Mr. Dollar in this matter, based on such information 
as they possess. 

“The events of the ten days preceding the writing 
of the letter of April 28th give Mr. Dollar some color 
to his case, despite the lack of substance behind it. 

“It may be possible through skillful handling of 
the corporations giving guarantees, to make recourse 
to the guarantees financially non-productive. 

“Courts place a somewhat stronger burden of 
proof on those seeking to enforce guarantees as com¬ 
pared with those seeking direct payment of an obli¬ 
gation. 

“To the extent that the Commission should at least 
make real effort to obtain guarantees, the record is 
clear that such effort has been stoutly made. 

“None of the preceding reasons is a powerful one, 
and I do not go so far as to say that the Commission 
should withdraw its demands for guarantees; I only 
offer my opinion that withdrawal is worth thinking 
about under present circumstance. 

“Apart from guarantees, and for purposes of dis¬ 
cussion, let me, then, state conditions of control which 
are calculated to go as far as possible toward [685] 
‘saving face’ for Mr. Dollar and at the same time pre¬ 
serving for the Commission the control it seeks. Such 
conditions are: 

“Pledge of stock bearing 92.58% of the financial 
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interest in the Company (subject to the preferred 
stock) and 96.51% of the voting strength, with voting 
rights exercisable upon default in current ratio. 

“A Board of Directors as set forth in the recent 
subsidy contract draft (1 Dollar, 1 Anglo, 1 creditors, 
2 Commission, and 1 public but acceptable to the 
Commission). 

“A 5-year contract with Mr. Dollar as President 
with salary of $25,000 per annum, terminable at the 
option of the Board upon default in current ratio. 

“A financial officer and an operating officer to be 
designated by the Commission and employed by the 
Company, these officers to be the Commission’s nomi¬ 
nees to the Board if desired by the Commission. 

“A covenant to maintain such current ratio as the 
Commission deems proper. 

“Mr. Dollar would be able to assert after such an 
agreement that he was still the executive head [686] 
of his Company, and that he and his associates were 
still in control of the Company’s affairs. 

“The Commission would have the following advan¬ 
tages in position: 

“The management would have it’s eyes glued to 
maintaining financial health, instead of merely try¬ 
ing to avoid actual mortgage default and practical 
bankruptcy. 

“The Commission would have actual voting control 
of the Company at the first sign of impairment of 
operations and finances, the dropping of the current 
ratio. 

“Before default in the current ratio, the Commis¬ 
sion would have at least negative control over the 
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Board, because of nominating two members and hav¬ 
ing veto power over a third. 

“The Commission would avoid original responsi¬ 
bility for operation of the Company, and much of the 
inevitable, even if unfounded, accusations of credi¬ 
tors in case of eventual loss to them. 

“The Commission would have a large hand upon 
Mr. Dollar’s shoulder while he remained President— 
backed by negative control of the Board from [687] 
the start, removal power in casr of default in current 
ratio, and the presence of two senior executives re¬ 
sponsible to the Commission in all Board meetings 
and actions. 

“The Commission would have placed before Mr. 
Dollar a proposal obviously reasonable, which he 
could not turn down without inviting much or all of 
the blame for subsequent discontinuance of opera¬ 
tions. 

“The Commission would have made further effort 
to bring negotiations to a prompt conclusion and 
chop off the present serious operating losses; and to 
prevent the losses and hardships which would accrue 
to all parties under receivership. 

“The Commission would have gained everything 
it is likely to get under receivership, and would have 
gained other benefits not possible under receivership. 

“The clause as to default in current ratio should 
contain provision for (a) statements by certified pub¬ 
lic accountants acceptable to the Commission, within 
60 days from the end of each fiscal year and within 
40 days from the end of each fiscal half-year, [688] 
and (b) statements certified by the Company within 
40 days after the end of the fiscal first and third quar- 
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ters. Each statement should be signed by the Com¬ 
pany’s President or Vice President, and by the 
Treasurer or Assistant Treasurer. 

“I attach a schedule of the stockholdings in the 
Company proposed to be pledged. Mrs. N. S. Dollar 
is old and blind; I see no point in asking the pledge 
of her few shares. 

“Should you find merit in the idea of attempting 
an agreement with Mr. Dollar with as much ‘face-sav¬ 
ing’ as practicable for him, I shall be glad to assist in 
any way you may find desirable. 

“With the best of personal good wishes, I am 
“Yours sincerely, 

/s/ “ARTHUR POOLE.” 

We now offer in evidence document already iden¬ 
tified, being 19-15, a wire from Arthur B. Poole to 
Admiral Emory S. Land 

The Deputy Clerk: Plaintiffs’ Exhibit No. 111. 

(Radiogram referred to as Document No. 
19-15, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 111.) 

Mr. Harrison (reading): [689] 

“Supplementing my letter May thirty relative 
subsidy and loan negotiations I have learned today 
of encumbrances on portion Fleishhaeker Class A 
stock. Since Class B stock carries sixty two one half 
per cent of the financial interest junior to preferred 
stock and over eighty eight per cent of total voting 
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strength it is correspondingly less important how 
much Class A stock is pledged under my proposal. 

“ARTHUR B. POOLE,” 

* * * * * 

Mr. Harrison: 

We will now offer in evidence Document 2-F-44, 
being the minutes of the Maritime Commission of 
June 3, 1938, which we offer in evidence and ask to 
be marked the exhibit next in order of the [690] 
plaintiffs. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 112. 

(Maritime Commission minutes of June 3, 
1938, referred to as Document No. 2-F-44, was 
accordingly marked and received in evidence as 
Plaintiffs’ Exhibit 112.) 


[Plaintiffs’ Exhibit 112 reads as follows:] 

DOLLAR STEAMSHIP LINES INC., LTD. 

5-YEAR OPERATING SUBSIDY 

June 3, 1938 
(Con.-16) 

Messrs. Slacks, Houlihan, Dunne and Honsick 
withdrew from the meeting at 12 m. Messrs. 
Goertner and Aulsbrook entered the meeting at 12:00 
m. Mr. Sheehan reentered the meeting at 12:00 m. 

The Commission considered a proposed draft of 
resolution setting forth the terms and conditions 
under which the Commission might grant a 5-year 
operating-differential subsidy contract to the Dol¬ 
lar Steamship Lines Inc., Ltd. It was pointed out 
that the resolution followed in the main the pro- 
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visions set forth in the Commission’s letter of April 
28, 1938, to which Mr. Dollar had replied in a letter 
dated May 24, 1938, but that certain changes have 
been made in order to eliminate any terms which 
Mr. Dollar might allege could not reasonably be 
complied with. Mr. Goertner stated that a resolu¬ 
tion authorizing the Reconstruction Finance Cor¬ 
poration to loan the Dollar Steamship Lines, Inc., 
Ltd., the sum of $2,000,000 was being prepared and 
that it would be necessary to correlate the resolu¬ 
tions of the Reconstruction Finance Corporation 
and the Maritime Commission. 

Thereupon, after further discussion, the Commis¬ 
sion approved in principle the terms and conditions 
of the above-mentioned resolution and authorized 
the General Counsel to proceed with the preparation 
of the final draft in conjunction with the Recon¬ 
struction Finance Corporation. 


♦ * * * * 

Mr. Harrison : 

And with that we will pass on to the next which are 
the minutes of the Maritime Commission of June 4, 
1938, Document 2-F-45. 

The Deputy Clerk: Plaintiffs’ Exhibit No. 113. 

(Maritime Commission minutes of June 4, 
1938, heretofore referred to as Document No. 
2-F-45, was accordingly marked and received in 
evidence as Plaintiffs’ Exhibit No. 113.) 

Mr. Harrison: We now turn to Dollar Steamship 
Lines, Inc. Ltd.,—statement of Commissioner Wiley 
re Commission Action of June 3, 1938: 
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“Commissioner Wiley stated that if present at the 
regular meeting of June 3, 1938, at which time the 
Commission was discussing the response by the Dol¬ 
lar Steamship Lines to the letter of the Commission 
dated April 28, 1938, he would have: [691] 

“1. Offered a motion to the effect that the so- 
called Houlihan-Wilcox plan of April 2,1938, be ad¬ 
hered to by the Commission and that the Commission 
withdraw from the position taken in its letter of 
April 28, 1938. Commissioner Truitt states that he 
would have seconded said motion in order to get it 
before the body for a vote. The vote would have been 
as follows: 

“ ‘Yea’ Commissioner Wiley. 

“ ‘Nay’ Chairman Land, Commissioners Truitt 
and Woodward. 

“2. That at the conclusion of the explanation by 
Messrs. Goertner and Aulsbrook of the proposed 
draft of resolution setting forth the recommenda¬ 
tions of Commissioners Woodward and Truitt as to 
the Commission’s future position with respect to the 
Dollar situation, he would have been recorded as vot¬ 
ing ‘Nay’ on the motion approving in principle the 
draft of resolution then before the Commission.” 

* * * * * 

Mr. Harrison: Passing the Steamship Southern 
Cross matter to Dollar Steamship Lines, Inc. Ltd., 
we then find this on the following page: [693] 

“The matter of granting a long-term subsidy to 
Dollar Steamship Lines Inc., Ltd., involving a plan 
of financial and other readjustments of such Opera¬ 
tor, was brought to the attention of the Commission, 
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all as heretofore considered by the Commission at its 
meeting of April 28,1938, at which time the Commis¬ 
sion authorized the sending to the Operator of the 
letter incorporated in the minutes of that meeting. 
The reply of the Operator dated May 24, 1938, and 
the action which should be taken in the light of that 
reply, which were discussed at the meeting of June 
3,1938, were further discussed. The General Counsel 
called to the attention of the Commission the warran¬ 
ties and representations to be made by the Operator 
as set forth in the form of Operating-Differential 
Subsidy Agreement approved by the Commission on 
December 20, 1937. 

“The General Counsel submitted to the meeting a 
form of Operating-Differential Subsidy Agreement 
between the Commission and Dollar Steamship Lines 
Inc., Ltd., and indicated the additions to and changes 
from the general form approved December 20, 1937. 
Thereupon, after examination and discussion in de¬ 
tail of the additions and changes so indicated, the 
Commission, by the unanimous 'yea 7 vote of the mem¬ 
bers present, adopted the following resolution: 77 

And I might note that Commissioner Wiley had 
withdrawn prior to this vote being taken, may it 
please the Court. 

(Continuing reading:) 

“ ‘Resolved, That the Commission hereby ap¬ 
proves the form of Operating-Differential Subsidy 
Agreement between the Commission and Dollar 
Steamship Lines Inc., Ltd., in connection writh the 
plan of financial and other readjustments in the Op- 
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erator set forth in a resolution of the Commission of 
even date herewith, and directs the Secretary to file 
a copy thereof with his records.’ 

“The Commission then discussed at length the 
terms and conditions on which it would authorize:” 

And at that point we wish to offer in evidence, and 
ask that there be deemed admitted in evidence, Ex¬ 
hibit D to the defendants’ answer in this case which 
is a true copy of a letter from the United States 
Maritime Commission— 

May it please the Court, I will refer to Article 2, 
paragraph o, Section 5, beginning on line 8, page 27 
of the Stipulation. 

The Court: What page? 

Mr. Harrison: Page 27, if Your Honor [695] 
please, line 8. 

The Court: Article 2, paragraph o, subsection 5, 
page 27 ? 

Mr. Harrison: Yes. 

Exhibit D to the defendants’ answer herein is a 
true copy of a letter from the United States Mari¬ 
time Commission by its Secretary dated June 4,1938, 
to Dollar of Delaware, together with certain enclos¬ 
ures. 

The enclosures being (a) certified copy of resolu¬ 
tion adopted by the Maritime Commission on June 
4,1938, (b) copy of resolution adopted by the Recon¬ 
struction Finance Corporation, (c) copy of a certain 
proposed Operating-Differential Subsidy Agreement 
approved by the Commission, and (d) copy of a pro¬ 
posed amortization schedule. 

And we ask that the Court order deem in evidence 
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and read in evidence Exhibit D to the defendants’ 
answer just described. 

* * * * * 

D. F. HOULIHAN, 

called as a witness on behalf of the plaintiffs and be¬ 
ing first duly sworn, was examined and testi- [709] 
fied as follows: 

Direct Examination 

Bv Mr. Harrison: 

•» 

Q. Mr. Houlihan, will you please state your 
name? A. D. F. Houlihan. 

Q. Where do you reside? A. Linden, New 
Jersey. 

Q. What is your occupation, Mr. Houlihan? 

A. I am a public accountant, with Price Water- 
house. 

Q. Will you give a statement, Mr. Houlihan, of 
vour experience and education in the field of finance, 
accounting, and reorganization? A. In 1922 
I graduated from the Bentley School of Accounting 
and Finance. I commenced public accounting in 1924, 
and I have been with the Price Waterhouse & Com¬ 
pany continuously since 1925, except for certain 
periods of service in the United States Government. 

I have recently accepted an invitation to become 
a trustee of the Bentley School of Accounting and 
Finance. 

My work in public accounting has been quite 
varied. I have had a lot of experience in industrials, 
and prior to 19371 had quite a bit of experience with 
shipping companies. 
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In 1937 my firm was requested by the Honorable 
Joseph P. Kennedy, the Chairman of the Maritime 
Commission, for our firm to send a man down and 
help them organize the Finance Division. I [710] 
agreed to accept that position, provided it would not 
extend beyond one year. While there I had under my 
jurisdiction divisions relating to accounting, audit¬ 
ing, and examining. The examining division was that 
division that prepared factual operating and financ¬ 
ial data for the study which the Long Range Subsidy 
Committee made in connection with applications for 
subsidy. 

As I said, I was with the Commission for a period 
of about a year, from July, 1937, to, well, say from 
August, 1937, to July, 1938. And, in addition to 
organizing those divisions, I was also responsible for 
the issuance, early in 1938, of a uniform system of 
accounts for subsidized steamship operation. 

In 19411 was requested by officials of the Office 
of Production Management to assist in the organ¬ 
ization of a shipping and import section of that 
agency, and acted in the meantime as liaison officer 
on shipping matters between the OPM and the 
United States Maritime Commission. I served in that 
capacity from May of 1941, until September, 1941. 

Early in 1942, Rear Admiral Land requested me 
to serve in the following capacities: In the Washing¬ 
ton adminstration, Director of Fiscal Affairs; mem¬ 
ber of the Policy Committee; and liaison officer on 
the policy and other matters between the War Ship¬ 


ping Administration and the Lease-Lend Administra¬ 


tion. He also appointed me as advisor to himself as 


i 


; 
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the American member to the Combined Ship- [711] 
ping Adjustment Board. 

I served in those capacities from Februaiy, 1942, 
to January, 1943. 

Does that cover it? 

Q. Yes, sir. Now, during the period of 1937 and 
1938, when you were Director of the Division of 
finance of the United States Maritime Commission, 
were you generally familiar with the affairs of the 
Dollar Steamship Lines, Incorporated, Limited? 

A. Well, when I first went down, the negotiations 
and the plan relating to the Dollar Steamship Line 
were handled by people other than myself. I was 
familiar with it to a certain degree. I don’t think I 
became really intimately connected with the negoti¬ 
ations until about March of 1938, although I was 
familiar with certain plans that were formulated 
some time back. 

Q. Calling your attention to action taken by the 
United States Maritime Commission on October 8, 
1937, offsetting some $1,030,000 and upward of mail 
pay against indebtedness owing by Dollar Steamship 
Lines to the United States, will you state what effect 
that had on the subsequent business operations of the 
company? A. Well — 

The Court (to Mr. Harrison): Is he testifying 
now as an expert, or as to what he knows, and [712] 
giving his opinion based on that as an expert? 

Mr. Harrison: I will ask the witness to testify 
and give his opinion, being based upon his own knowl¬ 
edge at that time. 

Mr. Siegel: If the Court please, the witness had 
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said he had had very little contact with it until 
March, and therefore had very little basis in personal 
knowledge to express any such opinion. 

The Witness: If I may be permitted, I said I 
had very little to do with direct negotiations until 
March of 1938; but prior to that time I was familiar 
with certain plans. 

The Court: All right. 

The Witness: At that time the Commission had 
under consideration a plan of reorganization of the 
Dollar Line and the American Mail Line, known as 
the Dunne-Radner-Lawrence plan. At the time it was 
proposed that something in excess of a million dollars 
be offset. I might say I opposed it at first, and vigor¬ 
ously, at a Commission meeting. 

I pointed out to them that if the mail pay were off¬ 
set, in my judgment it would destroy the plan of re¬ 
organization then under way. I also pointed out to 
them that an action like that taken probably would 
have a serious effect on the Commission’s plan for 
developing the whole merchant marine. 

I also asked that my remarks to that effect be put 
in the minutes. [ 713] 

By Mr. Harrison: 

Q. Now, calling your attention to action taken by 
the United States Maritime Commission on Decem¬ 
ber 8,1937—and I will ask you to refer, if you will, 
Mr. Houlihan, to Plaintiffs’ Exhibit 41 in this case, 
which is a copy of those minutes (handing the min¬ 
utes to the witness)—I will ask you whether you rec¬ 
ognize the contents of a report appearing in those 
minutes and signed by yourself and counsel for the 
Commission. A. Yes, I do. 
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Q. Did you express to the Commission at that 
meeting your views with respect to a proposed loan 
of $1,000,000? A. I did, and not only that. It 
is as a recommendation in here with respect to the 
repairs. 

You are talking about the million dollar repairs, 
are you not ? 

Q. Yes. A. It is included in the memoran¬ 
dum. 

Q. And did you explain to the Commission why at 
that time that loan was essential to the company’s 
operations? A. Yes. We felt that the large 
amount of repairs required for safety-at-sea and 
crews’ quarters, and other matters, were such, partic¬ 
ularly after the offset of the mail pay, that somehow 
or other the company had to have funds. And [714] 
we felt that a million dollars was about the right 
figure at the time. 

Q. Now, at that time did the Commission take 
action authorizing and approving your recommenda¬ 
tion with respect to that loan? A. Yes, they 
did. 

Q. Now, Mr. Houlihan, when did you begin to 
be actively engaged in the negotiations respecting 
Dollar Steamship Lines?—and for convenience we 
have been referring to that company as Dollar of 
Delaware? A. After the signing of the sub¬ 
sidy agreement, which I think was in the early part 
of January, 1938,1 was very much concerned about 
the financial condition of the company. They did not 
get that million dollar advance for repairs that w^as 
recommended. And I had correspondence with the 
company, and with Mr. Poole, who was either treas- 
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urer or financial vice president, I don’t recall 
which. But except for getting information so that 
I could keep the Maritime Commission informed as 
to the status of things, I had very little to do with 
the situation, until the morning, I think it was 
March 7, when Mr. Truitt—Commissioner Truitt 
—handed me a letter. It was a letter from Mr. 
Poole, addressed to the Maritime Commission, dated 
February 21. 

Q. At that point, may I ask the witness to look 
at a copy of Plaintiffs’ Exhibit 60, and state whether 
that is the letter from Mr. Poole to which he [715] 
refers (handing a copy of the letter) ? 

A. Well, this seem to be the letter. I mean, I 
could not say it was an exact copy. 

After reading the letter, I became convinced, on 
the basis of the letter and on the basis of other in¬ 
formation Mr. Poole had previously sent to me, 
that the situation was very serious. 

So I got in touch with Mr. Radner, who at that 
time was Chairman of the Long Range Subsidy 
Committee of the Commission, and suggested that 
he call a meeting. A meeting was held that day, and 
at that meeting it was proposed that Mr. Wilcox, 
who was director of operations, and myself go out 
to San Francisco and try to find out at first hand 
exactly what the situation was. 

The following day there was a Commission meet¬ 
ing. That was on December 8— 

Q. December? A. I am sorry. Did I say 
December? No—March 8, in which Mr. Radner 
pointed out to the Commission in the discussion, and 
also the recommendation of the Long Range Sub- 





972 


R. Stanley Dollar, et al 


sidy Committee, that Mr. Wilcox and I go to San 
Francisco. The Commission approved that and we 
left that afternoon. In addition to Mr. Wilcox and 
myself, Mr. Donald, of my division, came along with 
me. And a few days later Mr. McNulty, of the Re¬ 
search Department, came out. [716] 

Q. And what did you and your associates do 
while you were in San Francisco? A. Well, 
the first thing we did was to find out how much cash 
there was lying around and how much money the 
company was owing. 

And we also attempted to see if we could not 
start certain ships that were then tied up. 

We also made a survey of the financial position 
of the company as of February 28. In that connec¬ 
tion we not only prepared a balance sheet and in¬ 
come statements, but those financial statements were 
audited by auditors from the Maritime Commis¬ 
sion. In other words, to do that, we proceeded with 
the help of the Maritime Commission auditors and 
the department heads and employees of the Dollar . 
Line, and prepared forecasts of income and ex¬ 
penses, on various bases. 

We also made a sort of a little survey as to what 
had happened to the American flag ships in the 
Pacific over a period of years, and made certain in¬ 
vestigations as to the status of the Company, around 
the street, in San Francisco, and the people who 
followed them in the Orient. 

Q. In the course of those investigations, did you 
have full access to all the company’s records and 
facilities? A. Yes, we did; and I think, after 
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the first few days, I think we had most en- [717] 
thusiastic cooperation. 

Q. Before you completed your investigation, Mr. 
Houlihan, did you and your associates prepare a 
report to the United States Maritime Commis¬ 
sion? A. Yes; we prepared two reports. We 
prepared a long report, of, I don’t know, maybe 
30 pages, with several exhibits; and a short, three- 
page report. And that report was addressed to 
the Long Range Subsidy Committee, I believe, 
rather than to the Maritime Commission. 

Q. I show you a document, called Plaintiffs’ Ex¬ 
hibit 74 here, or a portion thereof, and ask if that 
is the long report to which you have referred in your 
testimony, or a copy thereof. A. Yes, as I 
recall it, this is the long report. 

Q. And the short report, Mr. Houlihan, is the 
report which appears in extenso in the minutes of 
the Maritime Commission for April 5, 1938? 

A. Well, I don’t know. I never saw the minutes 
of the Maritime Commission. 

Q. Well, I will refer to that later when we arrive 
at that point. 

A. Let me explain just a little further. I never 
saw the minutes of the Maritime Commission, until 
after this trial was under way. 

Q. I show you a document, Exhibit 76 for the 
plaintiffs, Mr. Houlihan, [718] and I will ask you to 
refer to that and state whether the report appearing 
therein is the short report to which you have re¬ 
ferred. 

The Court: Is that the report that has to do 
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with the standing of the Dollar Line in the trade— 
the short report? 

The Witness: I think what you are referring to, 
your Honor, is included in the long report; but I 
am not sure. 

Mr. Harrison: That is correct, your Honor; that 
is Exhibit 74. 

The Witness: Yes, this is the short report. I just 
wanted to check this. I think this was made to the 
Long Range Subsidy Committee; yes. 

By Mr. Harrison: 

Q. And was that report, including both the long 
report and the short report, presented to the Com¬ 
mission on that day and considered? A. It 
was presented on April 5. 

Q. Now, before you left San Francisco, Mr. 
Houlihan, did you have any discussion with the com¬ 
pany representatives concerning the contents of 
your report to the Commission? A. Yes. As 

a matter of fact, we left at least one copy of the long 
report with the company. We may have left other 
copies, but we left at least one copy. And the con¬ 
tents of the short report were discussed also with 
certain officials. I think there were certain matters 
of the short form we didn’t discuss with them. [719] 
But we did discuss our recommendations and our 
plan for the recapitalization. 

Q. Can you recall what representatives of the 
company were present, and also of the Commission, 
at the time that was discussed? A. Yes. I 
don’t think I can recall all of them. There was Mr. 
Dollar, Mr. Lorber, Mr. Mortimer Fleishhacker, Mr. 
Herbert Fleishhacker, Mr. Wilcox, and myself. And 
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I think there were other people present, but I can¬ 
not recall them. 

Q. At that time was there a discussion of your 
recommendations to the Commission, contained in 
the long report, item by item? A. I don’t 
think I understand that question Mr. Harrison. 

Q. Was there a discussion of the recommenda¬ 
tions which were in your long report, item by item, 
or section by section? A. Oh, yes—and not 
only that, but also our recommendations with re¬ 
spect to the plan, which were contained in the short 
form report, discussed. 

Q. What, if anything, did the representatives of 
Dollar of Delaware state concerning the plan ? 

A. They felt that if the company were to get the 
financing, as indicated in our report, it would give 
the company a reasonable chance of success. [720] 

Q. And did they agree to go along with the 
report? A. Yes, they did. As a matter of 
fact, I felt that they were quite enthusiastic about 
it 

Q. While you were in San Francisco, did you 
discuss with any representative of the company any¬ 
thing concerning a management committee? 

The Court: Now, Mr. Harrison, I am wonder¬ 
ing if we are not going over some ground which 
has already been plowed. 

Mr. Harrison: I think, with respect to that, 
this is true, your Honor. 

By Mr. Harrison: 

Q. Mr. Houlihan, while you were in San Fran¬ 
cisco, did you encounter any difficulty in connection 
with company procedure with reference to the is- 
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suance of shares and debentures to trade creditors? 

A. Well, not personally I didn’t. I wasn’t han¬ 
dling that matter. That matter was being handled 
for the Commission at that time by Mr. Laughlin. 
But Mr. Laughlin did speak to me and he told me 
he was very much worried, because there was a 
deadline, some time in April, and machinery had 
not been set in motion to issue the stock and the de¬ 
bentures. And I think he kind of asked me if I 
wouldn’t intercede and help him out, and persuade 
Mr. Dollar to sort of speed up his action so that 
these stocks and debentures would be issued. [721] 
And I did speak to Mr. Dollar. 

The Court: I don’t like to interrupt the exam¬ 
ination of the witness, but it seems to me we are 
getting probably into a cul-de-sac. Mr. Dollar has 
testified the reason why he slowed up on this busi¬ 
ness of the debentures and the preferred stock was 
because of the fact that he didn’t want the trade credi¬ 
tors to change their position from one that was fairly 
favorable to one that would not be favorable at all, 
until he was assured of the fact that the subsidy 
was going to come through. 

Mr. Harrison: I concede this is merely corrobo¬ 
rative testimony, your Honor. 

The Court: I will take Mr. Dollar’s testimony 
for its face value. 

Mr. Harrison: Very well, may it please the 
Court. 

By Mr. Harrison: 

Q. Mr. Houlihan, will you state on what basis 
you inserted in your report to the United States 
Maritime Commission the values attached to the 
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vessels of Dollar of Delaware ? A. Well, in the 

balance sheet itself we just put the book figures in. 
We made no attempt to adjust them. In our report 
it was stated the values used in a previous report, 
I think called the Dunne-Laughlin-Radner report. 
The figures used in that later report were lower 
than the figures represented by appraisals [722] 
made by other people. Anyhow, we felt that the 
values placed on the vessels in the Dunne-Radner 
report were low. 

Q. And did you make any investigation concern¬ 
ing any possible change in conditions between the 
time of the Dunne-Radner report, the time that was 
rendered, and the time your report was rendered, 
indicating a change in values of the ships? 

A. Oh, yes. We discussed that with quite a few 
shipping people as to what their opinion was as to 
the change in values in the six months period; and, 
as best we could get it, there appeared to be very 
little change, if any. 

Q. In preparing your report, and the forecast 
of earnings therein, what did you do with reference 
to the subsidy percentages upon which they were 
computed? A. Mr. McNulty, of the Research 
Department, went out there, and he gathered quite 
a lot of information. And on the basis of some pre¬ 
liminary studies which he made, we used new oper¬ 
ating differential percentages in computing the fore¬ 
cast of earnings as shown in our report. Those 
percentages were quite a bit higher than the ones 
in the six month subsidy. 

Q. Now I show you the minutes of the United 
States Maritime Commission for April 26, being 
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Plaintiffs 7 Exhibit 92, and I will ask you to look 
at those minutes and, after you have done so, [723] 
I wish to ask you a question. 

Are you able to state whether the subsidy per¬ 
centages used as the basis for your report of April 
2nd, 1938, were higher or lower than the percent¬ 
ages established in pursuance of those minutes? 

A. The percentages established pursuant to 
these minutes were higher. As I recall, we used 
something like $2,900,000 in our report, and I think 
the thing finally worked out on an estimated basis, 
at $3,100,000. 

Q. That is, annually? A. Annually, yes, 
on a 12-ship program. 

Q. Now, in connection with the revenues and 
expenses, as estimated in the report which you then 
submitted to the Commission, will you state whether 
they were conservative or otherwise? A. In 
all the figures that we prepared, we tended very 
much toward the side of conservatism. I think that 
will be indicated by a reading of the report. 

Q. Calling your attention to a statement in the 
long report, which has been read in evidence here, 
Mr. Houlihan— 

“The present financial difficulties of the Dollar 
Line, which seem to be generally known in the 
street on the West Coast, as well as on the East 
Coast, would ordinarily react much more unfavor¬ 
ably to any other line we know of than they have 
to the Dollar Line. Shippers continue to [724] sup¬ 
port the line to an extent almost unbelievable. 77 

I would like you to state in what respect the 
shippers were supporting the line. 
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The Court: How important is that, Mr. Harri¬ 
son? 

Mr. Harrison: As establishing the value of the 
property and ultimately, may it please the Court, 
as to the question of adequacy of consideration, on 
the theory of the defendants in this case that there 
was an outright transfer. 

The Court: Well, I should assume that apart 
from the factual picture we are getting now by 
means of the presentation of this evidence, that what 
will determine whether or not there was an out¬ 
right transfer, or merely a pledge of collateral, will 
be the contract itself—and I am now speaking of 
the contract of August 15, 1938, which we are lead¬ 
ing up to. 

Mr. Harrison: Well, may it please the Court, 
as we mentioned in our opening statement, one of 
the contentions which we will argue to the Court, 
when the opportunity is afforded, is that there are 
certain bases which courts in this narrow field of 
law have treated as relevant, and one of those is 
the question of adequacy of consideration, as bear¬ 
ing on the propriety of a construction that a con¬ 
tract is an outright transfer rather than a pledge, 
and that where it is held a contract is an outright 
transfer, it means there has been adequate [725] 
consideration. 

The Court: But, apart from that, the contention 
here is also made that, as a matter of law, such 
a contract is not authorized by the Merchant Marine 
Act of 1936. 

Mr. Harrison: Correct, Your Honor. We argue 
that in the alternative. 
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The Court: I should think you would argue that 
first. 

Mr. Harrison: Well, if Your Honor please, I 
will argue that first, and that is exactly what we 
intend to do. We are put to the necessity of at¬ 
tempting to have in the record what we believe 

necessary, even though we argue the other. 

***** 

Mr. Harrison: * * * I will withdraw the ques¬ 
tion. I will ask the witness this question: 

By Mr. Harrison: 

Q. Mr. Houlihan, will you state briefly [726] 
what, if any, situation you found in respect to the 
statement in your report as to support of the Dollar 
Line, in your report of 1938? A. Yes; we 
found that ships, the outward sailings, were being 
booked, notwithstanding the disrupted schedule. We 
found out that incoming ships were coming in 
loaded. 

And we also found this out, in several instances: 
When we needed money in order to pay for certain 
supplies, the Company’s Traffic Department col¬ 
lected the freight money in advance of sailings, 
several days in advance of sailings. 

Q. Based upon your investigation, preliminary 
to the report which you and your associates made 
to the Commission, were you then of the opinion, 
based upon the knowledge you then had, that the 
company could operate on a basis of your recom¬ 
mendations at a profit and pay a substantial part of 
its debt within five years? A. Yes, we did. 
We believed that, barring strikes or unforeseen 
contingencies. 
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Q. On your return to Washington, what action 
did you take with reference to your report, Mr. 
Houlihan? A. Well, we submitted our report 
to the Long Range Subsidy Committee and dis¬ 
cussed it. Later on I believe the individual Com¬ 
missioners were given copies of our report, and we 
discussed it at a Commission meeting or meetings. 
[727] 

Q. Calling your attention to the minutes of the 
Maritime Commission of April 5, 1937, Mr. Houli¬ 
han, I will ask you to refresh your memory by 
referring to a report contained therein from the 
Long Range Subsidy Committee. 

The Court (to Mr. Harrison): Do you mean 1937, 
or 1938? 

Mr. Harrison: I am sorry, Your Honor; I think 
that is 1938. 

The Witness: What is your question, Mr. Har¬ 
rison? 

By Mr. Harrison: 

Q. I asked you to refresh your memory by 
glancing at the report of the Long Range Subsidy 
Committee appearing in those minutes. 

Did the Commission at that meeting give any 
approval to the recommendations of the Long Range 
Subsidy Committee? A. The Commission ap¬ 
proved our report and recommendations. 

Q. Without condition of any kind? 

A. That is my understanding, Mr. Harrison. 

Q. Now, at that time, did the Commission give 
any instructions to you, or to any of your asso¬ 
ciates regarding the work of consummating the 
plan? A. Yes; Mr. Wilcox and myself were 
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authorized to carry on negotiations with the Dollar 
Company, in order to conclude the arrangement. 
And, in addition, Mr. Goertner and myself were 
authorized to conduct negotiations with the [728] 
Reconstruction Finance Corporation looking for¬ 
ward to the granting of a loan of a million and a 
half dollars by that agency to the Dollar Company. 

Q. Did you personally become active in carrying 
out the details of the plan ? A. Yes. 

Q. And did you from time to time discuss the 
action you w*ere taking with members of the Com¬ 
mission and the staff? A. Yes. 

Q. Did you confer personally with representa¬ 
tives of the Reconstruction Finance Corporation 
with respect to the application for a loan of a 
million and a half dollars to Dollar of Delaware? 

A. Yes. 

Q. To whom did you speak in the RFC on that 
subject, Mr. Houlihan? 

The Court: Mr. Harrison, was the loan obtained ? 
I take it it was. 

Mr. Harrison: Yes, Your Honor. I am leading 
up to certain testimony at this point concerning 
subordination between the old and the new debt. 

The Court: That was the understanding, wasn’t 
it? I am just wondering whether we are getting 
off into proof of a matter that is not in any [729] 
way controlling. I am assuming now, from the pos¬ 
ture of the evidence as it has come in, that the 
Dunne-Houlihan plan, so-called, was the plan made 
by Mr. Houlihan and Mr. Dunne and submitted to 
the Commission and approved at its meeting of 
April 15, 1938, for the reorganization of the line. 
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and that included the recommendation that effort 
be made to secure moneys from the RFC in the 
amount of two million dollars, and a million and 
a half of ship repairs from the Commission, with 
some effort to be made between the two for prorata 
distribution of payments with respect to the loans 
so obtained. 

Then we found, despite all that—and I am [730] 
giving you my inferences from the evidence now— 
that the Commission was constantly insisting that 
something else be done, until finally there was the 
straw that almost broke the camel’s back, the Com¬ 
mission insisting that Mr. Dollar pledge his stock 
in all the lines, in the Dollar of Delaware and the 
Dollar of California, and the subordinate lines, and 
also that these corporations do the same thing—all 
leading up to something of which I am not yet 
aware. 

Mr. Harrison: Well, Your Honor, all of that is 
correct; but I am only directing the attention of 
the witness to a very narrow point, and it has to 
do with the requirement of the RFC with reference 
to the subordination of the new money and the old, 
and when the parties learned of it—and I don’t 
wish to urge my friends’ case, but to urge, in 
anticipation of that situation, that what happened 
necessarily happened—and that is the only reason 
for my questions of the witness at the moment. 

The Court: Very well. 

By Mr. Harrison: 

Q. At the time you discussed the application for 
a loan with the RFC officials, w^ere you advised, Mr. 
Houlihan, that the RFC would require subordina- 
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tion of the old money to the new? A. Yes. 

Q. And did you report that to the [731] Com¬ 
mission and the staff of the Commission? 

A. Yes. 

Q. Calling your attention to the minutes of the 
Commission, being those of April 19, 1938, a special 
meeting, Plaintiffs’ Exhibit 83, I will ask you 
whether you can state that you so informed the 
Commission and its staff prior to that date? 

A. Oh, yes, some days prior—quite a few days 
prior. 

Q. Now, is it a fact, Mr. Houlihan, that in the 
latter part of April, 1938, you had a meeting with 
Mr. R. Stanley Dollar in which you delivered to 
him a certain form of subsidy contract? 

A. Yes. I cannot remember the exact date now. 
You said the latter part? 

Q. Yes, sir. A. I think it was several days 
before the 25th. 

Q. Well, calling your attention— 

A. But I don’t recall the date—somewhere be¬ 
tween the 20th and the 25th. It was about two or 
three days after that meeting that you just men¬ 
tioned to me. 

Q. That was April 19th. A. It was two 
or three days after that. 

Q. At the time you delivered that document to 
Mr. Dollar, did you also deliver to him a sum of 
money? A. Yes. [732] 

Q. Was that the remainder of the Hoover pro¬ 
ceeds? A. That is right 

Q. And is it a fact, Mr. Houlihan, that that was 
delivered to Mr. Dollar so that he could proceed 
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to carry out the plan of obtaining releases from 
the creditors and issuing stock and debentures to 
the trade creditors? A. That is right. 

Q. And at that time, Mr. Houlihan, did you give 
any assurance to Mr. Dollar concerning the fact 
that the subsidy agreement had been approved by 
the Commission and would be executed? 

A. I did. 

Q. Now, I refresh your memory, Mr. Houlihan, 
by calling your attention to Plaintiffs’ Exhibit 94 
in this case, being the minutes of the Commission 
for April 27, and I call your attention to a copy of 
a letter addressed to the Commission by Mr. R. 
Stanley Dollar on behalf of Dollar of Delaware 
(handing the copy of minutes to the witness). 

Do you recall that? A. Yes, sir. 

Q. Now, Mr. Houlihan, did you attend a meet¬ 
ing with Mr. Dollar on the evening before that 
letter was written? A. I did. 

Q. And did you take any position in the Com¬ 
mission meetings with respect to the [733] Com¬ 
mission’s position on that subject? A. Yes; 
I felt that this thing was an entirely new element 
which was being brought into the picture, and I 
opposed it. 

However, I would state that the members of the 
Long Range Subsidy Committee who had discussed 
the matter with Mr. Dollar felt that Mr. Dollar 
might be willing to pledge the stock, for the purpose 
of electing directors. But we felt he would never 
relinquish his stock, if the Commission had the 
power to sell it. At least, that was our view. 
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Q. And you expressed that view? A. Oh, 
yes. 

Q. I also call your attention, Mr. Houlihan— 

The Court: Is that the instrument in which in 
reference to the stock, the term “deposited 77 is 
used, having to do with the release of voting con¬ 
trol of the stock? 

Mr. Harrison: This is the letter from Mr. Dollar 
addressed to the Maritime Commission, on April 
27, 193S, in which he said that he was advised that 
the Maritime Commission demanded the stock con¬ 
trol of the Dollar Steamship Lines—and the last 
paragraph: 

“It is my understanding if the stock is to be 
pledged, that it is for voting control only, without 
power of sale under any circumstances. 77 

By Mr. Harrison: [734] 

Q. I now show you a document, being plaintiffs 7 
Exhibit 95, the minutes of the Maritime Commis¬ 
sion of April 28, 1938, and I will ask you if you 
were present at that meeting? A. Is this the 
meeting in which—is there a copy of the letter in 
it?. No, sir. I was not present at that meeting. 

Q. Did you learn then or later about the letter 
of April 28 which you found a copy of in the 
minutes of April 28, 1938? A. The first time 
that I knew that the Commission was contemplat¬ 
ing making demands such as are in those letters, 
I think was late in the afternoon of the 28th. I 
was out of the office. I came back. And on my desk 
there was a memorandum from Commissioner Truitt 
to Admiral Land, then chairman of the Commis¬ 
sion, stating—and I cannot remember everything in 
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that memorandum, of course—but my recollection 
is that it started out that Tom Woodward and he 
had been discussing the Dollar situation and felt 
that additional guarantees could be secured- And 
attached to that memorandum was a list of addi¬ 
tional guarantees similar to what was included in 
the letter of April 28. 

After I read the memorandum, I ran into a man 
who was a member of the Legal Division, I am not 
sure whether it was Mr. Geaslin or Mr. Goertner, 
and they told me about that letter of the [735] 
Commission. 

Q. After that, did you have any further discus¬ 
sions concerning the Dollar matter? A. No. 
The following morning Admiral Land called me in 
the office and told me what had happened; and he 
said, “In view of what has happened, I think Mr. 
Truitt should handle the negotiations. 77 And, he 
said, “I don 7 t think you would want to handle them 
any further, anyway. 77 

And I agreed with that. 

Q. Did you have any further discussion with 
Mr. Dollar? A. Yes; Mr. Dollar came in to 
see me, or called, or I called him—I don 7 t recall 
which—and I told him I completely disapproved of 
the action of the Commission; but, since I was re¬ 
maining as a Government official, and he knowing 
my attitude, I felt he should have no further con¬ 
tact with me. 

I also said to him at that time that in case this 
thing was ever brought to court, I would testify 
that I told him it was all right to release the stock 
and the debentures, because I was assured that the 
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subsidy would be granted in the form that I gave 
it to him. 

Q. Did you see Mr. Dollar after that time, at all? 

A. To the best of my recollection, only once 
more, up until about six months ago. He brought 
three young boys on from California, and just [736] 
brought them into my office to introduce them to 
me. I forget who those boys were; I forget whether 
they were his sons; but they were some relatives, 
at any rate. 

Q. Mr. Houlihan, I will show you a document 
marked in this case as Exhibit 25 for identification, 
and I will ask you if you have examined the in¬ 
formation contained in that exhibit before testify¬ 
ing here? A. Well, when you use the word 
“examination”, that means something a little dif¬ 
ferent to me than it does to a lawyer. 

The Court: (To the witness) What does it mean 
to you? 

The Witness: An examination, to an independ¬ 
ent public accountant, means you examine the books 
as well as the document itself. 

By Mr. Harrison: 

Q. Well, will you state what you did do with 
the exhibit? A. I have looked over the figures 
included on these two exhibits, and I have discussed 
them to some extent with Mr. Hall, who I under¬ 
stand prepared them. There are certain figures in 
here dated as of February 28, 1938, and those I 
compared with figures included in the report that 
we submitted to the Long Range Subsidy Com¬ 
mittee under date of April 2, 1938. 

Q. Now, based upon that examination— 
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Mr. Siegel: May I have the answer again? [737] 
I am sorry, but I didn't hear all of it. 

Mr. Harrison: Of course. 

The Reporter (reading): “Answer. I have looked 
over the figures included on these two exhibits, and 
I have discussed them to some extent with Mr. Hall, 
who I understand prepared them. There are certain 
figures in here dated as of February 28, 1938, and 
those I compared with figures included in the re¬ 
port that we submitted to the Long Range Subsidy 
Committee under date of April 2, 1938.” 

By Mr. Harrison: [738] 

Q. Based upon the information you obtained, 
and your own knowledge of the Dollar Line situa¬ 
tion, will you state, Mr. Houlihan, whether the 
assets and property of that company were as ade¬ 
quate security for a four million and a half loan, 
in April of 1938, as in the following September? 

A. No, sir. These figures indicate that the com¬ 
pany, that the financial position of the company in 
that period of six months, deteriorated to the extent 
of approximately $900,000. 

And I would like to say something a little fur¬ 
ther. My contact with the Dollar Line of course 
ended about—I resigned from the Maritime Com¬ 
mission as of July 31—but between April and July, 
certain ships that were running had been tied up. 
So that the deterioration in the company was per¬ 
haps even a little worse than shown by the figures. 

Q. What was the relative earning capacity of 
the company between those two periods, as far as 
their property was concerned? A. Well, I 
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tell you, I made no investigation of the earning 
power beyond that report. 

Q. I see. All you investigated was the value of 
the assets as between those two periods ? 

A. That is right. 

Mr. Harrison (to Mr. Siegel): Your witness. 

By Mr. Siegel: [739] 

Q. Mr. Houlihan, you left for San Francisco 
on March 8—is that correct—1938? A. As I 

recall it, and I can check that for you, if you want 
me to. 

Q. And you arrived there on March 12, 1938? 

A. No; I arrived there the following day. 

Q. Oh, you went by plane? A. We went 
by plane, and we went as far as Kansas City, where 
we were grounded for the night. 

Q. At all events, you got to San Francisco about 
a day or so after you left Washington? 

A. The 8th or 9th. 

Q. And you spent about three weeks in San 
Francisco? A. Three weeks and a few days. 

Q. And will you state briefly the schedule of 
work you followed while there, in preparing the 
long report which has been identified as Plaintiffs’ 
Exhibit 74, and which is some 23 pages in length, 
exclusive of the balance sheets and other exhibits. 

The Court: Now, Mr. Siegel, how important is 
that? 

Mr. Siegel: Well, if Your Honor please, I will 
not pursue this further: but I would like to ex¬ 
plore— 
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The Court: Why do you want to pursue it at 
all? 

Mr. Siegel: I would like to explore the extent 
[740] to which the witness was able to obtain any in¬ 
formation upon which, in this short period, he 
could express an opinion worthy of credence of this 
Court, with respect to the very many matters 
covered by this very lengthy and extensive report. 

The Court: Are you now talking about— 

Mr. Siegel: Plaintiffs’ Exhibit 74, which covers 
a very wide range of subjects, many of them very 
complicated; and on that subject I merely wanted 
to determine the extent to which the witness had 
opportunity to make investigation of the subjects 
covered therein, and the extent to which, in doing 
so, he quite appropriately relied upon the staff of 
the Company. 

The Court: This is a report that subsequently 
the Maritime Commission approved, and that the 
Maritime Commission approved on the 5th of April? 

Mr. Siegel: That is correct, Your Honor. 

The Court: Is there any question of their being 
coerced, in taking that action? 

Mr. Siegel: No, Your Honor. Under the circum¬ 
stances, they acted on the best information avail¬ 
able. But the witness is appearing as an expert wit¬ 
ness, and we would like to know if he is merely 
reaffirming the opinion therein expressed, or whe¬ 
ther he is going beyond what is contained in this 
report. [741] 

The Court: He merely testified to the effect that 
he went out there, was sent out there by the Mari¬ 
time Commission, some time in March, 1938, because 
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of the exigencies of the situation, and he went out 
there to make the investigation and got the coopera¬ 
tion of all the officials of the company, and came 
back and made the report, which was approved. 

Mr. Siegel: That is correct. 

The Court: And he now says he is of the same 
mind as in that report; and when there was the 
suggestion that the Houlihan-Wilcox plan be scrap¬ 
ped by the Commission, he vigorously opposed it. 

Mr. Siegel: Very well, Your Honor. I will fol¬ 
low Your Honoris suggestion. I would pursue this 
with respect, to only one particular point. 

By Mr. Siegel: 

Q. Mr. Houlihan, you testified you made an 
appraisal of the vessels of the Dollar Steamship 
Line while you were in San Francisco. 

A. Well, I did not. 

Q. You gave them adequate consideration while 
you were out there? A. Yes; we put it in the 
figures, in the so-called long report. 

Q. The precise statement contained in your re¬ 
port was as follows: [742] 

“No attempt has been made by us to place a 
valuation upon the company’s vessels. However, a 
tabulation showing the types of vessels with the 
values used in the balance sheet prepared at the 
time that Messrs. Dunne, Radner, and Lawrence 
were in San Francisco in July, 1937, together with 
the mortgages there against, is given hereunder.” 

A. That is right. 

Q. There is no other statement in the report 
with respect to the market value of the vessels in 
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your report? Is that correct? A. That is 
right. 

Q. There is no statement in your report that 
you considered those vessels to be valued low at 
the time? Is that correct? A. That is correct. 

Q. Now, Mr. Houlihan, you have stated you had 
a conference with the Dollar interests and the 
representatives of others, as I understood you, also 
of the Anglo Bank, after you had completed this 
long report to which you have referred. Is that 
correct? A. That is correct. 

Q. You were here yesterday, were you not, when 
Mr. Dollar was on the stand? 

A. Part of the time. [743J 

Q. Did you hear his testimony to the effect that 
you and Mr. Wilcox had a conference with Mr. Dol¬ 
lar and Mr. Lorber? A. Yes, sir. 

Q. Mr. Dollar did not mention the presence of 
representatives of the Anglo Bank. Were they pres¬ 
ent at the conference, or are you speaking of a differ¬ 
ent conference ? A. No; I am speaking of that 
particular conference. 

Q. They were present? A. They definitely 
were present. 

Q. At that meeting you discussed the substance 
of your so-called short report which appears in the 
minutes of the Commission of April 5,1938? Is that 
correct? A. That is correct. 

Q. And your recommendations in the short re¬ 
port, appearing in the minutes of April 5,1938, were, 
among other things, that a million and a half dollars 
working capital loan be obtained from the RFC on 
the security of a second mortgage of the Coolidge? Is 
that correct? A. That is correct. 
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Q. Did you discuss that recommendation at the 
meeting in San Francisco to which you refer? 

A. Yes. 

Q. And another recommendation contained in 
your short report, appearing in the minutes of [744] 
April 5,1938, was that a loan be obtained of a million 
and a half dollars from the Maritime Commission for 
repairs? Is that correct? A. Yes, sir. 

Q. And did you discuss that recommendation at 
this meeting in San Francisco? A. Yes. The 
securing of additional funds of three million dollars 
was the most essential item of the plan. 

Q. And, under your plan, the three million dollars 
was to be obtained from Government agencies? Is 
that correct? A. That is correct. 

Q. And in the plan submitted to the Maritime 
Commission on April 5,1938, there was no reference 
to stock to be furnished as security by any of the 
Dollar interests? Is that correct? 

Do you wish to look at the minutes, to refresh your 
recollection? A. No, I don't need to. That is 
correct 

Q. Did you, prior to the conference you have re¬ 
ferred to, discuss with Mr. Dollar or any representa¬ 
tive of Dollar of California, the Robert Dollar Com¬ 
pany, or any other of the Dollar companies, whether 
they would be willing to make a loan to Dollar of 
Delaware, or furnish security as collateral for a loan 
by the Government to Dollar of Delaware? [745] 

Mr. Harrison: I am sorry; I didn't understand 
the question. 

(To the reporter:) Will you please read the ques¬ 
tion? 
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The Court: I understood the question was wheth¬ 
er or not he discussed with Mr. Dollar or any of those 
interested in California as to whether or not they 
would be willing to loan money to Dollar of Delaware 
or pledge something in the nature of collateral. 

(To Mr. Siegel:) Is that right? 

Mr. Siegel: That is correct, Your Honor. 

The Witness: At this moment, I don’t recall the 
discussion. 

By Mr. Siegel: 

Q. Your best recollection is you did or did not, 
Mr. Houlihan? A. My best recollection—and. 
I might change this — 

Q. Yes, if there is some reason to do so. 

A. Yes; I would say I did not. 

Q. That you did not? A. That I did not. 

Q. And did you inquire of officials of the Anglo- 
Califomia Bank whether they would be prepared to 
make a loan to Dollar of Delaware, either for work¬ 
ing capital or for repairs ? A. First, I would 

like to amend that answer. [746] 

Q. Then I will withdraw the question. 

A. We did in San Francisco discuss with Mr. 
Dollar at one time that perhaps the Commission 
might require that stock be pledged. 

Q. Stock in what? A. In Dollar of Dela¬ 
ware. 

Q. In Dollar of Delaware ? A. That is right. 

Q. Not in the Robert Dollar Company, or Dollar 
of California? A. No; I don’t recall any dis¬ 
cussion of that at all. But I do recall we did speak to 
Mr. Dollar in San Francisco about depositing stock 
of Dollar of Delaware. 
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Q. In a voting trust? A. I think probably 
we called it a voting trust. 

Q. And that was a voting trust of which there 
were to be three members—two nominated by the 
Commission, and Mr. Dollar to bo the third member? 

A. Yes. 

Q. And that is the so-called management commit¬ 
tee to which Mr. Dollar referred in his testimony of 
yesterday, and which you discussed with him? 

A. That is right. 

Q. That was, in short, to be a voting trust? Is 
that correct? A. Essentially that, Mr. [747] 
Siegel. 

Q.. Very well. Now, I will repeat the question I 
asked before you amended your answer: 

Did you approach the officials of the Anglo-Cali- 
fomia Bank to determine whether they would be pre¬ 
pared to make a loan to Dollar of Delaware, for re¬ 
pairs or for working capital ? A. I had several 

discussions with both of the Fleishhackers, and with 
Mr. Hoover. 

Q. You mean, Mr. Paul Hoover? A. Paul 
Hoover, that is right. 

Q. Vice President of the Anglo-Califomia Bank? 
Is that correct? A. That is correct. 

Q. And Mr. Herbert Fleishhacker was Presi¬ 
dent? A. I don’t know what position he held. 
I thought it was Mr. Mortimer Fleishhacker who was 
President. 

Q. At least, they were officers and directors of 
that bank? A. Yes. And we discussed ways 
and means of securing money. And after a discussion 
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with them, it was agreed perhaps the only way in 
which we could get the working capital advanced was 
from the RFC. 

Q. The bank was unwilling to advance the money ? 

A. I don’t recall— [748] 

Q. Did you put the question to them, Mr. Houli¬ 
han? A. I don’t remember whether I did put 
the question to them. 

Q. You discussed it from time to^ime, but you 
didn’t ask them whether they would be willing to 
advance the money? A. I just don’t recall. I 
remember at one particular session I recommended 
they take a certain amount of collateral and take 
their loan completely out of the Dollar Line. I did 
discuss that with them. 

Q. You mean, convert their entire indebtedness 
and claim against the Dollar Line into stock? 

A. No. Their indebtedness, or the indebtedness of 
Dollar Line to the bank, was secured by certain col¬ 
lateral. And I thought it would probably put the com¬ 
pany in better position if they took the collateral out 
and put it in a separate company, so that all they 
would have to do is look to the collateral for the pay¬ 
ment of the loan. 

Q. You cannot now recall whether you asked the 
Anglo [749] California Bank whether they would 
make a loan? A. I can’t. 

Q. And your best recollection is— A. That 

I did not. 

Q. That you did not. And did you approach any 
other bank in San Francisco, or elsewhere, to ascer¬ 
tain whether any bank would be prepared to make a 
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loan to Dollar of Delaware, either for repairs or for 
working capital? A. Now, you are bringing 
some things back to me. 

Q. Good. A. I remember discussing with 
Mr. Dollar the situation, and I remember he said 
something about the fact that he might talk to Mr. 
Giannini; that he also said he would like to have me 
talk to Mr. Giannini. That meeting never took place. 

Q. The meeting never took place? A. No. 
And I just remembered that. 

Q. You never asked Mr. Giannini whether he 
would make a loan ? A. I didn’t; no, sir. 

Q. And did you approach any underwriter to as¬ 
certain whether they would be willing to float a bond 
or stock issue to provide the necessary finances, for 
working capital, and the loans recommended by your 
report, as far as keeping the line in operation? [750] 

A. We did not. 

Q. You were of the opinion, were you not, that no 
such issues could be floated in the public market? 

A. That was my opinion. 

Q. It was necessary, therefore, in your opinion, 
that the Government agencies furnish the necessary 
funds ? Is that correct ? A. That was my opin¬ 
ion, particularly in view of the fact that whatever 
had to be done, had to be done quickly. 

Q. Now, Mr. Houlihan, you submitted your so- 
called long report, which is Plaintiffs’ Exhibit 74, to 
the Long Range Subsidy Committee, together with 
your short report, I take it? A. That is right. 

Q. To the Long Range Subsidy Committee? 

A. Yes, sir. 

Q. And were there any members of that commit- 
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tee who felt that the further provisions should be 
added to the plan as recommended by you? 

A. Yes; there were two or three, maybe four; but 
some members of the committee felt that we should 
try to get them by direct negotiation with Mr. Dollar. 
They felt the items were not vital. I forget what those 
items are now. 

Q. Mr. Houlihan, is it not a fact that Mr. Radner 
felt strongly that the Government should not make 
the loan without securing collateral from the Dollar 
interests ? A. That is not my recollection. 

Q. That is not your recollection, but it may be so ? 

A. Well, it may be so, but I doubt it. 

Q. Now, there is contained in the minutes of 
April 5, 1938, and since there are two minutes of 
April 5,1938,1 will identify it as Plaintiffs’ Exhibit 
76, a memorandum from the Long Range Subsidy 
Committee to the Maritime Commission, transmit¬ 
ting your short report, together with the exhibits, 
which I take it is the long report; and it contains the 
following statement: 

“In addition to these matters, we have discussed 
with Messrs. Houlihan and Wilcox certain other 
phases of the proposed revisions to the plan of reor¬ 
ganization which we have previously considered, but 
not as yet fully developed and explored. It is their 
opinion that by direct negotiations with R. Stanley 
Dollar in Washington further concessions might be 
obtained in regard to these points within the next few 
days.’ 7 

And then going on, it says: 


1000 Ii. Stanley Dollar, et al 

“Illustrative of the items we have in mind are the 
following’ 7 — 

and, summarizing them, the voting control of the 
stock of Dollar of Delaware, and the same with re¬ 
spect to the American Mail Line; and the third, with 
respect to the conversion of $250,000 of affiliated 
[752] debt into stock, the indebtedness representing 
part of the $500,000 of new capital recently invested 
in the company. 

Those matters were merely illustrative of the con¬ 
cessions that might be obtained, and were not exhaus¬ 
tive, as to what you had discussed with the Long 
Range Subsidy Committee as to what was desirable 
to be obtained in further negotiation? Is that cor¬ 
rect? A. I have read that document, and I 

cannot remember that there were any others. 

Q. You can’t remember? A. No. 

The Court: We will suspend for the morning re¬ 
cess, until 11:30. 

(Following the recess, and the Witness Houlihan 
then resumed the stand:) 

Mr. Siegel: May I proceed, Your Honor? 

The Court: Yes. 

By Mr. Siegel: 

Q. Mr. Houlihan, when the Court recessed, I was 
asking you about the memorandum of the Long 
Range Subsidy Committee of April 5, 1938, trans¬ 
mitting your report of April 2, and I had called your 
attention to three specifically enumerated sugges¬ 
tions in that report. A. Yes. 

Q. And your testimony was that you could not 
recall that there were any other suggestions which 
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you had discussed with the Long Range Subsidy 
Committee other than those specifically enumerated 
in the report of the Long Range Subsidy Committee. 
Is that correct ? A. That is correct, yes. There 
may have been others, but I cannot recall them. 

Q. And in your subsequent negotiation with Mr. 
Dollar, did you discuss the three specifically enumer¬ 
ated items contained in the report of the Long Range 
Subsidy Committee ? A. We did. 

Q. Did you discuss with Mr. Dollar any other 
suggestions, other than those specifically enumerated 
in the memorandum of the Long Range Subsidy 
Committee of April 5, 1938, and the proposals con¬ 
tained in your report of April 2, 1938? A. I 
don’t recall them. As a matter of fact, if it were not 
for the fact that I refreshed my memory recently by 
reading that memorandum, the only thing that I 
could have remembered was the discussing of the 
pledge of the stock with Mr. Dollar. 

Q. The stock of Dollar of Delaware? A. Of 
Dollar of Delaware. 

Q. In a voting trust? A. That is right. 

Q. And that is included as the number [754] 
one— A. That is right. 

Q. Of the three specifically enumerated sugges¬ 
tions in the report of the Long Range Subsidy Com¬ 
mittee ? A. Yes. Now, with respect to the other 
two, I presume I discussed them with him, but I just 
don’t recall it. 

Q. And you have no recollection of discussing 
any other suggestions? A. No, I do not. 

Q. Your best recollection is— A. I would 
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have to say on that, that I couldn't give my best recol¬ 
lection. 

Q. You just cannot remember? A. Yes. 

Q. Very well. Now, Mr. Houlihan, there has been 
identified and introduced in evidence as Plaintiffs' 
Exhibit 87 a draft of a proposed letter from the Dol¬ 
lar Steamship Lines to the United States Maritime 
Commission, and a covering letter from Mr. Hopkins 
to Mr. King, dated April 23,1938, and which is Plain¬ 
tiffs ’ Exhibit 86. 

I will ask you to examine these two documents and 
to state whether you can recall the letter, which is 
Plaintiffs’ Exhibit 87, and whether in fact it is a 
draft of letter which you submitted to Mr. Dollar on 
or about April 22nd or April 23rd? A. With 
respect of this letter to Mr. King, from Mr. [755] 
Hopkins, I don’t think I ever saw that letter before. 

With respect to the draft— 

Q. Let me amend my question: Is the letter sub¬ 
mitted to you by Mr. Dollar, exclusive of the pen¬ 
cilled notations appearing on Plaintiffs’ Exhibit 87? 

A. It appears to be. Now, as to whether or not it 
is exactly a copy of a letter I handed to Mr. Dollar, 

I couldn’t say, unless I compared it with the copy 
which I have in my own files, but I think it is the same 
letter. 

Q. Very well. Now, Mr. Houlihan, I show you a ; 
copy of the minutes of the Maritime Commission of • 
April 26,1938, which is Plaintiffs’ Exhibit 92, and I : 
call your attention to the first paragraph thereof >.j 
which reads as follows: • 

“Mr. Radner submitted for the consideration of ^ 
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the Co mmis sion a proposed letter from the Dollar 
Steamship Lines, Inc., Ltd., to the Commission, set¬ 
ting forth undertakings which the Dollar Company 
would agree to fulfill in the event that the Commis¬ 
sion granted a 5-year subsidy. He stated that the 
letter embodied the suggestions set forth in the mem¬ 
orandum from the Long Range Subsidy Committee, 
dated April 5, 193S, in which the committee pointed 
out that certain concessions might be obtained from 
Mr. Dollar during the course of negotiations.” 

Now, Mr. Houlihan, can you state whether or not 
the letter to which Mr. Radner referred is the [756] 
letter which is identified in evidence as Plaintiffs’ 
Exhibit 87, exclusive of the pencilled notations 
thereon ? A. Well, it is either this letter or sub¬ 

stantially the same letter, Mr. Siegel. 

Q. Very well. In other words, you did not give 
Mr. Dollar two letters; you gave him one letter? 

A. That is right. 

Q. And if this is, as Mr. Dollar testified, a letter 
you gave him, then it is the same letter which was 
submitted to the Commission? Is that correct? 

A. That is correct. 

Q. Very well. Now, Mr. Houlihan, you have testi¬ 
fied that you told Mr. Dollar that the Commission 
would approve a subsidy agreement, on April 22, 
1938. Is that correct? A. That is correct. 

Q. At that time, Mr. Houlihan, did Mr. Dollar 
advise you that he and the persons whose consent or 
cooperation would be required, under the letter which 
is Plaintiffs’ Exhibit 87, had in fact agreed to the 
terms set forth in the letter which is Plaintiffs’ Ex¬ 
hibit 87? A. No. 
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Q. He did not? A. No. As a matter of 

fact, I believe that—wasn’t one of those provisions 
for adjustment of payments, or something, on the 
bank loan? 

Q. Paragraph 4 is the one I think you are [757] 
referring to. A. I am not sure whether or not 
that item had been agreed to by the banks. It may 
have. I just don’t recall. 

Q. In short, do you recall, Mr. Houlihan, whether 
you gave Mr. Dollar a commitment that the Maritime 
Commission would in fact agree to grant a subsidy in 
accordance with the terms negotiated between you 
and Mr. Dollar, before he had previously assured 
you that the parties whose consents would be re¬ 
quired had in fact agreed to all the terms and provi¬ 
sions of the letter which is Plaintiffs’ Exhibit 87? 

Mr. Harrison: I think the question assumes some¬ 
thing not in evidence, but I won’t object. 

The Witness: I don’t understand the question. 

By Mr. Siegel: 

Q. I will reframe it. 

The Witness: In reframing it, don’t ask me— 

Q. I will be glad to follow the suggestion of the 
witness as to the questions he wants me to ask him. 

A. You asked me if I made a commitment. That 
word is too strong. 

The Court: Just a minute, gentlemen. 

(To Mr. Siegel:) Suppose you reframe the ques¬ 
tion. 

By Mr. Siegel: 

Q. I call your attention, Mr. Houlihan, to the 
provision, in the letter which is Plaintiffs’ [758] 
Exhibit 87, number 4, which reads as follows: 
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"Our company will enter into arrangements with 
the Anglo California National Bank with respect to 
its indebtedness amounting to approximately $1,800,- 
000 after the agreement between us dated January 
25,1938, becomes fully effective through the delivery 
of the preferred stock required thereby, as follows: 

“The amortization required on said balance of 
$1,800,000 shall be put on an income basis as long as 
the indebtedness on account of the fresh money ag¬ 
gregating $3,500,000 remains unpaid.” 

Now, Mr. Houlihan, did Mr. Dollar advise you, on 
or before April 22nd, that the Anglo Bank had con¬ 
sented to that proposal? Al. I cannot remem¬ 
ber. I remember that the Anglo bank was approached 
on that particular problem, and it seems to me that 
they objected. 

Q. When you say the Anglo Bank was approached 
on that, do you mean Mr. Paul Hoover?— 

Mr. Harrison: May I ask that the witness be per¬ 
mitted to finish the answer? 

The Witness: It seems to me, I know when we 
were negotiating, discussing matters with the RFC, 
the letter to the RFC, together with a schedule of 
payments, provided this thing was to be paid, as I 
recalled, at the rate of $125,000 a year. [759] There 
was some discussion as to putting the amortization 
payments on an income basis. And I just don’t know 
what the conclusion from that shows. 

By Mr. Siegel: 

Q. You cannot recall, in other words, whether or 
not the Anglo Bank had consented by April 22nd— 

A. No. I know at first they were resisting it. 
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The Court (to the witness): Is this time you de¬ 
livered the balance of the Hoover insurance check 
to Mr. Dollar? 

The Witness: About a day or two later, Your 
Honor—about that time. 

The Court: And did you tell him to use that to pay 
off the creditors, at 20 per cent on the dollar ? 

The Witness: I told him that was the purpose of 
the money, yes. 

The Court: And did he not tell you he didn’t want 
to put the creditors in the position of making them 
stockholders, with no assurance that the subsidy 
agreement was going to be signed? 

The Witness: That is correct. He did tell me that. 

The Court: Did you tell him, however, that the 
Maritime Commission wouldn’t go through with their 
end of the deal unless he signed first? 

The Witness: Probably I did. This thing here is 
probably an application for a subsidy, isn’t it? [760] 
And, as a matter of administration, the Commission 
never gave a subsidy until there was a formal request, 
and I believe this is the formal request for subsidy. 

The Court: Well, did you indicate to him the sub¬ 
sidy agreement would be signed the minute he re¬ 
leased this money, represented by the balance of the 
Hoover insurance ? 

The Witness: Within a short period of time, yes, 
sir. 

The Court: Very well. 

By Mr. Siegel: 

Q. In reference to the Court’s questions, the 
trade creditor indebtedness did not include the 
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$1,800,000 of indebtedness to the Anglo Bank, to 
which paragraph 4 of Plaintiffs’ Exhibit 87 referred 
did it? 

The Court: I assume that is not so. 

The Witness: There is one thing I would like to 
point out here, with respect to this particular item, 
the item number 4. That was not included in the Hou¬ 
lihan-Wilcox plan, but was something extra. 

By Mr. Siegel: 

Q. It was included in the letter submitted to Mr. 
Dollar? A. Yes. But this requirement was 
not a requirement put in by the Maritime Commission 
when they approved the Wilcox-Houlihan plan, but 
was something extra. 

Q. It may have been something pursuant to the 
approval of the Radner report of April 5? [761] 

A. It may have, yes. 

Q. You have stated you cannot recall whether the 
Anglo California Bank agreed to amortize its indebt¬ 
edness of $1,800,000 on an income basis. Mr. Houli¬ 
han, to refresh your recollection, I invite your atten¬ 
tion to a statement attributed to Paul E. Hoover, in 
the stenographic notes of the meeting of Dollar of 
Delaware, May 16, 1938, which is identified in the 
stipulation as Document 2-B-2, reading as follows: 

“We informally told Houlihan that we would do 
number one and number two. I am not able to commit 
the bank on number three. I told Houlihan on number 
three that we were going to stand on the adjustment 
agreement.” 

Does that serve to refresh your recollection, Mr. 
Houlihan? A. Not at the moment. Let me see 
that. What is number one and number two? 
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Q. If that does not refresh your recollection, I 
invite your attention to a statement appearing on 
page 7 of the same stenographic notes, reading as 
follows: 

“D. T. Buckley reads extract of letter regarding 
amortization of Anglo debt through earnings. 

“Paul E. Hoover: That is out the window. Don’t 
read any more.” [762] 

Does that refresh your recollection, Mr. Houlihan? 

A. Well, as I said before, I remember that that 
thing was proposed to the bank, and that they were 
resisting it And after the 28th of April I had nothing 
more to do with the Dollar Line deal, and so I didn’t 
know what the final conclusion was. 

Q. As of April 22nd, your best recollection is that 
the bank had not yet agreed? Is that correct? 

A. That is correct 

Q. Now, Mr. Houlihan— 

The Court: Is this suggestion with reference to 
the Anglo California Bank loan any part of your sug¬ 
gested plan of reorganization? 

The Witness: No, sir; it was not It was some¬ 
thing which the Long Range Subsidy Committee said 
that by direct negotiation in Washington with Mr. 
Dollar they might be able to get some other conces¬ 
sions. 

Mr. Siegel: We have, however, invited Your Hon¬ 
or’s attention to the recommendation of the Long 
Range Subsidy Committee which transmitted the re¬ 
port, and it will be our position, Your Honor, antici¬ 
pating that in approving the Houlihan-Wilcox re¬ 
port, that the Commission directed these parties to 
improve the deal. 




